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THE BANKER 


A Banker’s Diary 


Mid-April—Mid-May 


THE London money market has been in a curiously 
static condition, in spite of such disturbing influences 
as a steady expansion in the Treasury 

The bill tender issue and heavy borrowing on 
Money Ways and Means from the Bank to finance 
Market the dividend payments made on May 1. 
The clearing banks have been fairly ready 

buyers of July and August Treasury bills at } per cent., 
and the market has tried to secure as many bills as possible 
at a rate which gives them a slight turn on re-sales at 
| per cent. In consequence the market has consistently 
Sebo for Treasury bills at a price of £99 17s. 54. per 
cent., {99 17s. 6d. being the price equivalent to } per 
cent. Certain institutions, which buy bills in order to 
hold them, are prepared to pay the full “ sixpence,”’ 
and so each tender has been a tussle between the “ five- 
penny ”’ and the “sixpenny”’ rate. In their efforts to 
secure fivepenny bills, many houses have put in for far 
more bills than they require. As a result, on May 10 
applications amounted to {116-2 millions, whereas only 
£35 millions of bills were ofiered and allotted. In view 
of these inordinate ‘ly large applications it is hardly 
surprising that only 7 per cent. of the bills were allotted 
at the fivepenny rate. It was questionable if in tendering 
on so excessive a scale the market was not defeating its 
own ends, and a week later many members of the 
market applied the obvious remedy of not tendering at 
more than “‘ fourpence.’’ Some houses who applied heavily 
at ‘‘fivepence ’ were badly caught. To judge from the 
B }ank return, about £15 millions had to be borrowed from 
the Bank to pay the May 1 dividends. The whole of this 
sum had been repaid by May 15. Jubilee currency 
withdrawals amounted to about six or seven millions. 
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CONSIDERABLE nervousness continues to be felt regarding 
the general Swiss outlook, but it is now believed that the 
impending referendum will go the right way, 
The and will not force upon the Government 
Foreign an early devaluation of the franc. Hence 
Exchanges the discount on forward Swiss _ francs, 
though still wide, is narrower than it was 
at the end of April. The Dutch position has improved 
to a greater extent, and in the middle of May the Nether- 
lands Bank was able to reduce its rate from 44 to 4 per 
cent. This improved tone has led to a narrowing of the 
discount on forward guilders, and it is thought that some 
of the weaker bears have thought it wise to cover their 
previous forward sales. During early May there was a 
sudden strengthening of spot sterling against both the 
dollar and the gold bloc currencies. This rapidly developed 
into a flight of funds from Paris. Heavy gold shipments 
followed both to New York and Brussels and in lesser 
degree to London. Owing to the rigidityof the Paris money 
market, these gold losses gave rise toimmediate stringency, 
and also accentuated the apprehension previously aroused 
by the railway and budget deficits and the impending 
borrowing operations of the Government. Confidence thus 
deteriorated still further and funds continued to leave the 
country. The British control intervened in London on the 
spot market and prevented spot sterling from rising much 
above Frs. 75, but three months’ francs depreciated to 
over Frs. 2 discornt with very few buyers. The situation 
was still obscure when we went to press, and there was 
quite a possibility that France would have to suspend or 
modify the gold standard within the near future. 


THE period of heavy revenue collection ceased on 
March 31 with the close of the financial year, with the 
result that during April much less cash 

April was concentrated in public deposits at the 
Clearing Bank of England than was the case during 
Bank ay 
Averages March. The clearing banks, therefore, re- 
plenished their cash, and during April 

their cash holdings averaged {217-2 millions against 
f£214-0 millions in March. Holiday and _ pre-Jubilee 
expenditure may explain the increase from {43:6 to 
£49:6 millions in balances with other banks and cheques 
in course of collection which also took place. With 
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more Treasury bills on the market, it was natural for call 
and short loans to rise from {133-4 to £137-°3 millions, but 
the banks’ own discounts fell from £207 ° o to {199-4 
millions. Advances continue to expand, the month's 
increase being from £766-8 to £774-7 millions, and it 
is apparent that new borrowing has now overtaken the 
repayment of outstanding loans. Investments have 
risen from {614-4 to £617°8 millions, and deposits from 
£1,923°3 to 4£1,940-4 millions. 


Tue April trade returns are not quite so good as those of 
the previous month, but the slight falling off is easily ac- 
counted for by the Easter holidays. Com- 


April pared with April, 1934, they have registered 
Overseas a definite improvement, accentuated by the 
Trade fact that last year the interruption of 


Easter fell mainly in March. The returns 


are summarised below : 
Apr., 1934 = Mar., 1935 Apr., 1935 


# mill. £ mill. { mill. 
Imports ska se sh 56°3 00°5 59°8 
Exports iss cas a 30°1 35°9 33° 0 
Re-exports 5°70 4°5 4°2 
Total exports gine swe 35°1 40°4 37°2 


Comparing April, 1935, with April, 1934, raw material 
imports are practically unchanged at approximately 
{17 millions. There was some decline in imports of timber 
and raw cotton, but most of the remaining categories, 
including raw wool, registered increases. Imports of 
manufactured goods increased by nearly £2,000,000, but 
{t,107,000 of this increase was due to heavier imports 
of petrol and non-ferrous metals, which are essentially 
raw materials. to g-oigh of British manufactured goods 
have risen in value by £2,672,000. The main increases 
are in iron and steel, machinery and vehicles, but prac- 
tically every category showed an increase, the chief 
exception being woollen and worsted yarn and cloth. 


SPEAKING at the annual dinner of the British Bankers’ 
Association, the Chancellor of the Exchequer addressed 
himself to four questions of financial policy. 

The First he welcomed the recent rise in wholesale 
Chancellor in prices, which he stated had improved the 
the City purchasing power of many of our overseas 
customers. Next he stated that progress 








A BANKERS DIARY 161 





towards the removal of trade and exchangerestrictions was, 
largely because of political reactions, proving rather slow. 
Next he came to the question of currency stabilisation 
and the return to gold. While he was careful to avoid any 
definite statement of policy, he went so far as to say that 
stabilisation was one of the Government’s ultimate 
objectives, but he thought it still futile to attempt to 
bring about stabilisation until we could see some prospects 
of stability of conditions after stabilisation had taken 
place. His last point was the resumption of international 
lending. Here again he urged caution, owing to the 
difficulty of finding credit-worthy borrowers. Mr. Cham- 
berlain could obviously say very little, because the proper 
place for a statement of policy is not a City dinner but 
the House of Commons. It appears, however, that the 
Government still feel that conditions are too uncertain 
to permit of any definite move forward. 
THE latest comer to the ranks of fixed trusts, the Selective 
Fixed Trust, has clearly been formed with a careful 
eye to recent criticism of this class of 
A New _ investment, and the safeguards with which it 
Fixed Trust is provided to a large extent defeat the usual 
objections to the fixed trust movement. 
The principal point, whether the service charge provides 
sufficient to cover the expense of carrying on the trust 
through its full term, is met by setting aside a definite 
proportion, one-third, of the charge towards a fund to 
ensure continuity of management, and the placing of this 
fund under the operation of the Trustees. As regards an- 
other point on which information is frequently demanded 
from fixed trusts, the disposal of stock and share bonuses 
and rights to subscribe to new issues, bonuses up to Io per 
cent. and rights are cashed and the proceeds distributed, 
while bonuses over 10 per cent. may be distributed or 
retained in the Unit at the management’s discretion; 
but the yield advertised by the Trust on its sub-units 
includes only such bonuses as can be regarded as regularly 
recurring. The Managers, Selective Fixed Investments 
Ltd., are issuing two Units “A” and “B” each unit 
consisting of 26 different securities which appear to have 
been carefully selected to form a balanced holding in 
British industries. Both units contain an investment, 
to the extent of 15 per cent. of the whole, in good dividend 
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paying gold mines. The mines chosen possess the advan- 
tage that their expected life is considerably longer than 
the 15 years’ life of the Trust. The yield on the sub- 
units, at a price of 19s. 9d., is approximately £4 18s. 3d. 
The Trustees are the Royal Exchange Assurance Company 
Ltd. 


Devaluation: A Cure ora Calamity? 
By a Correspondent 


VEN the most eager advocates of an early stabilisa- 
tion of currency, and those who attach the highest 
hopes to the results likely to flow from it, are 

ready to admit the futility of reinstating an international 
gold standard, without some readjustment between the 
currencies of the gold bloc, and the gold or exchange 
values of the others. The lack of balance between the 
two is palpable. It has set up stresses and strains in 
the economic sphere which are inevitably destructive 
in their effects on world trade and prosperity and 
will continue to exercise a pernicious influence so long 
as they persist. To reinforce rather than remove them, 
by creating a new element of rigidity in the economic 
system would surely be madness—as if an artist were 
to varnish his canvas when the portrait he was painting 
had reached the stage of a caricature rather than a 
likeness. A proper balance must be restored, either 
before, or in the process of stabilisation, if the latter is 
to produce beneficial results or augur permanence. 

It may be, of course, that the very instability of 
present world conditions will at some time restore the 
desired equilibrium. A rise in sterling and dollar price 
levels would certainly help. It would, however, have 
to be very great; so great perhaps, as to involve not 
only wholesale prices but retail prices, wages, salaries 
and rents as well. On the other hand, such a movement 
of prices, constituting a veritable economic upheaval, 
would almost inevitably—though in the opinions of 
some experts, wrongly-—be resisted with all the means 
at their command by the governments of the countries 
where it first showed signs of developing. Yet it would 
have to be something more in dimension and duration 
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than a rise of prices associated with a boom, and followed 
by arelapse. That is, it would really have to constitute 
not so much a rise in market prices as a depreciation, a 
loss of purchasing power, of the pound and the dollar 
and of the currencies directly, or like the South American, 
indirectly affected by them. 

The prospects of such an inflationary price rise 
actually occurring may be judged of in the light of the 
experience of recent years by anyone for himself. 
Apart from the U.S.A.,admittedlyan important exception, 
the basis of inflation in one of its two most characteristic 
forms—unbalanced fiscal expenditure—is more in evidence 
in the gold bloc countries themselves than in those that 
have abandoned or reduced their gold parities; while 
the other—a dynamic expansion of commercial credit, 
through excessive borrowing and lending—depends on 
the presence of a much more alluring profit margin 
in trade, industry and agriculture, than is generally to 
be found in the world of to-day, though circumstances 
in this respect might change rapidly once boom 
conditions developed. 

If the above outline does even approximate justice 
to our present circumstances, adjustment between the 
gold bloc countries and the others can only be secured 
within measurable time by devaluation of the gold 
currencies. That some adjustment should be secured by 
one means or another, with the least delay, is of the 
greatest concern to the whole world, and particularly to 
the members of the gold bloc. Other countries are 
struggling along, laboriously and painfully enough, 
putting one foot before another on a long road leading 
slightly upwards. But the gold bloc countries are 
steadily moving in the opposite direction, though probably 
not very much faster. Their “ stability ’’ is maintained 
only by accepting a destructive and unrelenting process 
of economic contraction. 

Yet they continue to set their faces resolutely, 
fiercely, even bitterly against devaluation in any form. 
The mere word is anathema to them. Week after week 
the ‘“‘ determination to adhere to the gold standard is 
re-affirmed ”’ by their statesmen. Is it possible that they 
are right after all? Are those who urge them to adjust 
their currencies merely advocating evil that good may 

P2 
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come? Is it possible—to use the words of the Chancellor 

-that we are living in a “ fool’s paradise’’? Are we 
fated to suffer one day for our sins of depreciation and 
devaluation, to find that we have mistaken the shadow 
for the substance? Or as our gold bloc friends would 
perhaps put it, that we have exchanged gold for paper ? 

In the face of so striking a conflict of responsible as 
well as irresponsible opinion, one is driven to inquire 
into the considerations underlying the attitude of poli- 
ticians, central bankers and public opinion in the gold 
bloc countries. Is their condemnation of any adjustment 
by means of the currency—not of course as a matter of 
normal practice but in view of the monetary development 
of the last five years—supported by a reasoned and 
coherent interpretation of the economic and monetary 
situation which it would be well for others to under- 
stand ? 

The answer, so far as one can be given, is brief and 
decisive. The gold bloc countries are wholly on the 
defensive. They have produced no reasoned economic 
views in support of their policy, nor any constructive 
suggestions calculated to lead either the world or them- 
selves to recovery. They have isolated, protected and 
defended themselves heroically against an economic 
avalanche; they have succeeded remarkably in remaining 
upright; but the -y show us no way out of the frost and 
the blizzard. 

So far as it is possible to judge, their determination 
to remain ‘“‘ on gold”’ has been actuated by three main 
factors: a belief in the strength of their resources; a 
convic tion ‘that money is only money if it is convertible 
into gold, and that gold alone is a safe store of value: 
and, lastly, complete failure to understand the changes 
wrought by five years of depression in the world’s mone- 
tary and economic affairs. 

To an outside observer it is the first of these motives 
that is easiest to appreciate. It was natural enough 
that in the cataclysm of 1931 those countries which now 
form the gold bloc should have refused to join the rout. 
They had a firm belief in their ability to remain on the 
gold standard—which subsequent events have justified— 
and in a world of increasing economic and currency dis- 
order, it seemed the obvious course to pursue; especially 
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as Holland and Switzerland had emerged from the War 
and post-War periods with greatly enhanced resources, 
while France, after 1928, had attained to a position of 
financial strength which took the world by surprise. 
Even the French Treasury was at that time literally 
overflowing with funds! France had, moreover, much 
too recently experienced the harassing uncertainties of 
inflation and exchange instability to desert what seemed 
the safe haven of a well-anchored gold parity. 

A further consideration, which has all along pro- 
foundly influenced opinion in the gold bloc, in the 
direction of upholding the gold standard at almost any 
sacrifice, a consideration moreover which it would be 
grossly unfair not to adduce in favour of the gold bloc, 
is that the abandonment of gold by Britain was wholly 
involuntary. In a sense it was undeniably an act of 
national bankruptcy. That it constituted in effect, 
though not in intent, the first step towards recovery, has 
never been admitted by any of the statesmen or central 
bankers of the gold bloc. Similarly it has never been 
appreciated that, again unintentionally, it was a probably 
inevitable corrective to the false step taken in 1925, 
when the pre-War parity was restored. This had been 
as unintelligently received and commented upon in 
Continental centres as in England, where the lone voice 
of Mr. Keynes was shouted down by an enthusiastic and 
unenlightened chorus. 

But whereas opinion in England made rapid strides 
after the first shock of September 1931, was over, there 
was no parallel march of opinion in those countries 
which looked upon their gloriously abundant supplies 
of gold as the only true bulwark against downfall and 
depression. Incidentally, the situation in Britain had 
been followed abroad, at times anxiously, even before 
September 1931 on account of the persistence of an 
irreducible quota of 1} million unemployed, at a time 
when unemployment elsewhere was negligible. Simul- 
taneously sterling had been constantly hovering on the 
gold export point, despite a comparatively high Bank 
Rate. With these indications of weakness uppermost 
in the minds of many foreigners, it is not surprising 
that the break, when it came, was more generally 
attributed to incidental causes—such as German credits 
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or the low state of efficiency of some sections of British 
industry—than to the collapse of world prices. Apprecia- 
tion of this latter factor, and of its inescapable conse- 
quences might have led gradually to the consideration of 
policies of economic defence; stressing the former merely 
led to the accumulation of gold reserves as a means of 
averting similar currency crises. The altogether vital fact 
that it was no longer gold but sterling which determined 
the world price-level, seems to have gone unheeded, at 
any rate in France and Switzerland. 

In Holland, as it is appropriate to mention, the 
position thus created by sterling has been much better 
understood ; in consequence the depreciation and fluctua- 
tions of sterling—now mainly responsible for the world- 
price-level—have, not unnaturally, been sorely resented. 
The Government, however, has shown no disposition to 
lead the country out of its economic difficulties by an 
adjustment of the currency. Instead, the Prime Minister 
for a long time adopted the Spartan course of declaring 
that Dutch industry was by no means as efficient as it 
might be; that it contained weak spots in any case 
doubtfully fit for survival, and that the stronger elements 
must progress to the limit of their possibilities in effecting 
economies, increasing technical efficiency and rationalising 
production before he would give ear to any pleas for 
devaluation of the currency. And the Dutch Prime 
Minister is known to possess a firmness of character which 
may at times merge into obstinancy. None the less, it 
is probably only just to credit him with a clear apprecia- 
tion—far in advance of the public opinion on which he 
is politically dependent—of the world’s monetary and 
economic situation. M. Colijn is even believed to have 
admitted not long since that he would have done well 
to abandon gold and follow sterling after the failure of 
his efforts to secure agreement between the two at the 
World Economic Conference of 1933. Among Dutch 
economists and at Dutch Universities generally the 
expediency of effecting adjustment to world prices by 
devaluing the currency is widely accepted. The public 
as a whole is more gold-minded certainly than that in 
the English speaking. countries, though perhaps not very 
much more so than the public of these countries before 
it had experienced a period “ off gold.”’ 
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The same hardly applies to France and Switzerland. 
It has been suggested above that in these countries the 
economic consequences of the abandonment of gold by 
sterling were never fully understood although the harm 
inflicted by the depreciation of sterling was severely felt. 
The devaluation of the dollar which itself must be 
ascribed in part at least to depreciation of the pound 
(together with the collapse of the American banking 
system and the almost fantastic degree of deflation 
which it was socially possible to inflict on the 
population but not on the capital structure) appears to 
have had little or even less effect in the direction of 
suggesting a reconsideration of currency policy. Social 
and economic disorder, as it is only fair to add, have at 
no time in the course of the depression grown as acute 
in the gold bloc countries as they became in the United 
States when things were at their worst. But at no time 
in France or Switzerland have either politicians or the 
Press evinced any comprehension of the circumstance 
that once a 40 per cent. devaluation of the dollar and 
a 40 per cent. depreciation of the pound had become a 
fact, such fact was sufficient to constitute a revolution 
in the world’s monetary affairs. That an altogether new 
relation—almost certainly a permanent one, even if it is 
not yet fixed—had been established between gold and 
money has not been admitted in either country. 

The line of argument generally adopted is a curious 
one. The pound fell, disgracefully, because it was inter- 
nationally bankrupt, the dollar was devalued because 
it was domestically bankrupt. True, no doubt, and not 
very creditable; but all that really mattered—except to 
the very rustic moralist—and all that has mattered since 
to the rest of the world, namely that these two major 
currencies have 1” fact fallen in gold value, is almost 
completely disregarded. It is irrelevant for a country 
with ample gold resources! The all-important pheno- 
menon that neither the £ nor the $ has, in the process, 
substantially lost purchasing power is almost never 
alluded to, although it is this fact that is responsible for 
the damaging deflationary pressure inflicted upon the 
members of the gold bloc. Both in the Press and in 
public utterances Swiss statesmen in particular have 
exhorted their followers to eschew the inflation which 
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has been frivolously practised in these other countries. 
A well-known authority argued not long ago in the course 
of one and the same speech that devaluation, being 
nothing more than inflation and threatening all the 
horrors that had encompassed Germany some years ago, 
would raise Swiss prices and expropriate the holder of 
small savings; but asserted a little later that devaluation 
in the United States had proved an utter failure because 
it had not brought about the desired rise in prices! 
It had evidently not occurred to this expert that if 
only Professor Warren’s scheme, which was based from 
the outset on a fallacy, had proved a success the 
devaluation of the dollar would have been nullified 
by the rise in American prices; but that precisely 
because the experiment, as he truly argued, had not 
attained its objective the consequences of a cheaper 

dollar must react unfavourably upon the trade of other 
countries. 

On a similar occasion another high authority, after 
reiterating in the strongest terms the necessity for 
maintaining the gold standard, since its abandonment 
would infallibly reduce the real value of all incomes, 
went on to show by means of careful statistics that 
—as a result of its maintenance ?—more than one-half 
of all Swiss capital, industrially invested, was producing 
no income at all for the shareholder; and that if the 
net total of losses and profits over the whole of the Swiss 
industry were taken, the result was a debit. 

Perhaps, however, it is fairer not to dissect too finely 
the public statements of leading politicians and indus- 
trialists, seldom familiar with economic cause and effect 
and still less with monetary theory, but to admit frankly 
that there exists a profound divergence of views between 
the gold bloc and the sterling countries regarding the 
essential functions of money. As Sir William Dampier 
recently pointed out in two lucid letters to The Times, 
we are really apes different languages. 

In the one case the gold value of money is every- 
thing. Siachuntieen in the value of the metal itself are 
disregarded or rather are deemed to be non-existent; as 
vold is the ultimate and absolute measure of value, it is 
only other things that vary in price. [luctuations in the 
price-level, that is, in the purchasing power of money in 
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relation to goods and services, are of secondary importance 
so long as that money remains stable in relation to gold. 
Money is regarded primarily as a store of (gold) value 
and as the truest form of wealth. 

In the other case money has come to be looked upon 
as something more dynamic and functional. Its chief 
purpose is to facilitate the production and exchange of 
goods and services. It has been found that it serves 
this purpose best when its command over goods and 
services is comparatively stable and that fluctuations 
in either direction are harmful since they distort the real 
ratio of exchange between debtor and creditor. A rise 
in the value of money, i.e., a fall in prices, is recognised 
to be a particularly disintegrating influence in economic 
life since it reduces incomes, annihilates profits, destroys 
trade and creates unemployment. On the other hand 
if money is satisfactorily fulfilling its rdle as a stable 
medium for the exchange of goods and services it will 
automatically serve also as a reliable store of value. 
And within the frontiers of a single country or currency 
area money can be made to fulfil this rdle without any 
reference to gold by appropriate conduct of the national 
finances and by proper control of the credit structure. In 
fact, it is on the management of these factors rather 
than on its convertibility into gold that the long-term 
stability of currency depends. The possession and use 
of gold can only eliminate short-term fluctuations— 
for without adequate handling of the dominant influences 
just referred to, the gold itself may either be lost, or 
doubled in amount, economically an almost equally 
undesirable contingency. 

Thus, according to one view, money is a claim to gold 
and gold the only safe store of value; according to the 
other, a claim to goods and services—while gold, wholly 
superfluous in domestic economy, is merely the most 
convenient medium for linking one currency with another 
and for maintaining stable exchange rates by serving 
to clear international balances of indebtedness remaining 
over when transactions in goods and services have been 
brought to book. 

It is not likely that these conflicting ideas will be 
easily reconciled. In the United Kingdom there has been 
no scarcity in recent years of able and advanced thinkers 
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in monetary economics, but in the gold bloc countries 
there has been little evidence of independent and pro- 
gressive thought in the same field. In the latter the 
gold standard is a religion, in the former only an orthodoxy 
among many possible orthodoxies. Or perhaps heresies. 
But the heresies of one age tend to become the orthodoxies 
of the next. 

In fact, however, both views, as it is well to emphasise, 
are rooted in the experience of the countries in which 
they are held and not in abstract theories. And as 
often happens, the Continent, having once established or 
accepted a principle, clings to it for its own sake; while 
in Britain progress usually bases itself on empiricism 
and policy on expediency. 

In any case the gold bloc countries were, after the 
war, uncomfortably close witnesses of what can happen 
to currencies once they are severed from gold. French- 
men, especially, have not always had cause to believe 
in the ability of their own Government and Central Bank 
to manage their monetary affairs. Gold, if at times a 
tyrant, seems to them a more trustworthy ruler. In 
Switzerland and Holland, on the other hand, prosperity 
was almost continuously rising from the end of the war 
until the present depression set in. Gold supplies were 
so abundant that a contraction of credit never came 
seriously into account. Price-levels though high were 
not unduly so. Money and real wages were both tending 
upward and unemployment was unknown. It is only 
now—after years of depression—that a sensible reduction 
in wages, salaries and the standard of living generally, 
threatens to be forced upon them. And it remains yet 
to be seen what the result will be, politically as well as 
economically, when the tyrant first openly asserts his 
power. 

In marked contrast, opinion in the United Kingdom 
as well as in some other sterling countries had moved 
further—again as the result of experience—in the 
direction of realising the wider functions of currency and 
credit even before the depression. The fantastic deprecia- 
tion of some Continental currencies, attributed, with some 
justice, mainly to the incapacity of Governments and 
Finance Ministers, was, but for a brief period in 1931, never 
taken seriously as an example of what sterling, off gold, 
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might one day experience. It could not be used for 
long by politicians in the manner in which it is still 
being used, rather ridiculously and without a trace of 
humour, by the politicians of some countries to conjure 
up a nightmare for these of their listeners who may be 
reflecting longingly on the narcotic pleasures of devalua- 
tion. Sterling had already been “ off gold”’ before. On 
the other side there had been abundant experience of the 
havoc wrought by an overvalued currency—both off 
and on gold. The effects of falling prices and profits had 
been felt for years in the form of unemployment which 
had no counterpart in other countries. Finally, common- 
sense itself has risen in revolt against the notion that the 
standard of living must be lowered to render prosperous 
a world whose loudest complaint is that there is a plethora 
of goods waiting to be consumed and a plethora of 
involuntarily idle hands able to produce more. With or 
without gold, runs the conclusion, money and the price- 
level must be so managed as to assist in the solution of 
the problem. 

In this last respect—indifference to the fortunes of 
sterling in terms of gold—it is, of course possible to go 
too far. The damage inflicted upon others may at some 
stage more than outweigh any benefit we can hope to 
secure for ourselves. That stage may, indeed, already 
have been reached. But until some semblance of 
equilibrium is attained which will warrant international 
stabilisation, it is probable that, disregarding whatever 
dangers may lurk afar in our having broken adrift from 
our gold anchor, we shall continue to regard it as the 
first duty of our currency to buy enough goods; leaving 
it to others, if they wish, to insist that theirs shall buy 
enough gold. 


Central Bank Co-operation 


HE statutes of the Bank for International Settle- 
ments define its first object as ‘“‘to promote 
the co-operation of central banks.” This is in 
accordance with views voiced frequently both before 
and after the foundation of the Bank. Thus recom- 
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mendations towards this end are to be found in the reports 
of the Genoa Conference in 1922, the Macmillan Report 
in 1931, in the studies of the Gold Delegation of the 
Financial Committee of the League of Nations, in the 
resolutions of the World Economic Conference of 1933, 
and in the declarations on monetary policy issued by 
the governments of the gold bloc and the sterling area. 
The annual report of the Bank for International Settle- 
ments issued a few weeks ago devotes a considerable 
amount of space to this subject, in the course of which 
it defines the objections of central bank co-operation, 
and discusses certain of the difficulties. Taken as a 
whole this section of the report is a most valuable docu- 
ment. 

Central bank co-operation in the past has commonly 
been understood to mean solely the granting of temporary 
aid by one central bank to another. This is the most 
spectacular form of co-operation, but if co-operation is to 
be of real value in the future it must have a far wider 
and more continuous scope. The report of the Bank for 
International Settlements begins by defining the need for 
constant co-operation. Briefly it says that the world’s 
central banks possess a community of technical interests, 
and that inasmuch as any national currency has an 
international as well as an internal value, no central bank 
can afford only to look inwards, but all must look out- 
wards in the direction of their neighbours. Central bank 
policy must be uniform and complementary, and not 
haphazard or competitive or antagonistic to the policy of 
other central banks. Unless this primary condition is 
fulfilled the existing economic and monetary chaos 
must persist indefinitely. 

The report proceeds to lay down certain headings, 
under which central co-operation can be defined. These 
are : 

(rt) The evolution of a common body of monetary 
doctrine and common agreement on monetary theory and 
practice—in short, the formulation of the “rules of the 
game.’ Emphasis is laid upon the need for elasticity 
to meet future changes. 

(2) The free interchange of information and advice, 
so that each central bank can appreciate the difficulties 
which affect its neighbours. 
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(3) The avoidance by one central bank of any opera- 
tions which render more difficult the tasks of its neigh- 
bours. The key here is the establishment of reciprocal 
banking, business and personal relations, either directly 
or through the Bank for International Settlements. 

(4) The free and complete interchange of data and 
information, together with the interpretation by each 
central bank of developments in their own countries. In 
particular the Bank for International Settlements should 
become a collecting and interpreting centre for all infor- 
mation regarding the movements of international short- 
term credits and indebtedness. Great importance is 
attached to this point, and some progress has already 
been made. 

(5) The improvement and co-ordination of all tech- 
nical matters and practice relating to gold movements. 
The obvious example is that all central banks should agree 
to accept a common fineness with regard to gold bars 
delivered to them. 

(6) The provision of all assistance needed in the 
establishment of new central banks or the reorganisation 
of existing central banks. 

(7) The provision of moral and material assistance to 
the smaller and newer central banks. This includes the 
granting, preferably through the Bank for International 
Settlements, of seasonal rediscount credits and advances, 
and the provision of safe means for the remunerative 
investment of a portion of their resources. 

(8) Co-operation for the purpose of eliminating the 
weaknesses of the “‘ gold exchange standard ”’ of the period 
1925-31. This is linked up with the question of the 
foreign exchange reserves of central banks. 

This list is sufficient by itself to show that there is 
ample scope for central bank co-operation in the future, 
and it remains to discuss the conditions which first must 
be fulfilled. So far, comparatively little has been done. 
The members of the Board of the Bank for International 
Settlements meet ten times a year, and the Annual 
General Meeting consists of the gathering together of 
representatives of 25 central banks. The great advan- 
tage of these meetings is that they are regular and 
routine, and so are immune from the undesirable publicity 
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which used to attend the irregular ad hoc meetings of two 
or three prominent central bank Governors in the past. 
Apart from this, only regional meetings take place, such 
as the special meetings of the central bank of the gold 
bloc countries, the quarterly sessions of the Governors of 
the Scandinavian central banks, the annual reunions of 
the South American central banks, and the recently 
arranged meetings of the Little Entente central banks. 
All these are good as far as they go, but even regular 
meetings are no substitute for the continuous and detailed 
work of co-operation for which the Bank for International 
Settlements pleads. Moreover, even at the Bank for 
International Settlements meetings there is one notable 
absentee. There is no representative there of the Federal 
Reserve System of the United States. 

This brings us to the real obstacles in the way. Most 
of them are discussed at length in the report itself. 
Central bank co-operation, it is argued, must take as 
its first two principal objectives the restoration and 
maintenance of the gold standard, and the smoothing 
out of the business cycle. The gold standard of the future 
is to be based upon the resolutions submitted by central 
bank representatives to the World Economic Conference 
of 1933, and adopted by the latter body. These state :— 

(1) The proper functioning of the gold standard 
requires in the first place the adoption by each individual 
central bank of a policy designed to maintain a funda- 
mental equilibrium in the balance of payments of its 
country. Gold movements which reflect a lack of such 
an equilibrium constitute therefore an essential factor 
in determining central bank policy. 

(2) Gold movements, so far as they seem to be of a 
more permanent character, should normally not be 
prevented from making their influence felt both in the 
country losing gold and in the country receiving gold. 

(3) While gold should be allowed freely to flow out of 
and into the countries concerned, central banks should 
always be prepared to buy gold at a publicly announced 
fixed price expressed in their currency, and to sell gold 
at a publicly announced fixed price expressed in their 
currency, the latter at least when exchange rates reach 
gold points. 

(4) Central banks should obtain from their markets 
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the fullest possible information concerning the demands 
that might be made upon their reserves. 

(5) Since, as already stated under (1), the proper 
functioning of the gold standard requires in the first place 
the adoption by each individual central bank of a policy 
designed to maintain a fundamental equilibrium in the 
balance of payments of its country, the discretion of 
each central bank in regulating the working of the gold 
standard in its own country should remain unimpaired. 
Central banks should, however, recognise that in addition 
to their national task they have also to fulfil a task of 
international character. Their aim should be to co- 
ordinate the policy pursued in the various centres in 
order to contribute towards the satisfactory working of 
the international gold standard system. 

Moreover, they should endeavour to adapt their 
measures of credit regulation, as far as their domestic 
position permits, to any tendency towards an undue 
change in the state of general business activity. An 
expansion of general business activity of a kind which 
clearly cannot be permanently maintained, should lead 
central banks to introduce a bias towards credit restric- 
tion into the credit policy which they think fit to adopt, 
having regard to internal conditions in their own countries. 
On the other hand, an undue decline in general business 
activity in the world at large should lead them to introduce 
a bias towards relaxation. 

In pursuing such a policy the central banks will have 
done what is in their power to reduce fluctuations in 
business activity, and thereby also undue fluctuations in 
the purchasing power of gold. 

(6) With a view to arriving at an agreed interpretation 
of the data revealing the tendency of developments in 
general business activity, and an agreed policy, central 
banks should consult together continuously, each central 
bank in case of difference of opinion acting on its own 
judgment of the situation. The Bank for International 
Settlements constitutes an essential agency for central 
bank action designed to harmonise conflicting views and 
for joint consultation. This instrument should continue 
to be employed, as far as possible, for the realisation of 
the principles set forth in the present note. It should 
continuously examine the application of the principles of 
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the working of the gold standard and study such modifica- 
tions thereof as experience may prove desirable. 

We have reproduced these resolutions at length 
because they both show the direction in which central 
bank opinion was working two years ago, and also 
illustrate the difficulties in the way of the achievement 
of such an ideal. The report of the Bank for Inter- 
national Settlements does not explicitly state, and we do 
not agree that central bank co-operation is dependent 
upon the prior restoration of the gold standard, but 
we are certain that many central bank representatives 
feel that a genuine return to gold would make co-operation 
infinitely easier. Yet a general return to gold is not yet 
practical politics, quite apart from its merits, and the 
question is how far co-operation can be developed under 
present conditions. 

Here we trace a natural gap in the report’s train of 
reasoning. It emphasises the fact that a central bank 
must look outwards, and the result is that it forgets 
that a central bank must also look inwards. All said and 
done, the responsibility for monetary policy does not rest 
with the central bank of a country, but with its Govern- 
ment. The central bank advises and executes policy, 
but the decision rests with the Government. Now the 
whole plea for a return to gold is directed by implication 
at the sterling area, and in particular to Great Britain. 
Partly for reasons which are discussed on another page 
we do not feel that the time is ripe for stabilisation. One 
reason is that even the gold currencies, which now include 
the dollar, are not in equilibrium with each other, for the 
dollar is still seriously undervalued. Again there is no 
assurance about future American monetary policy. Mr. 
Morgenthau’s statement of May 13 was deliberately vague. 
He made a tentative offer to join in a concerted effort 
towards the stabilisation of world currencies, and 
claimed that the United States was no longer the obstacle. 
The trouble is that we doubt very much if the American 
Administration is master in its own house. At a time 
when Congress is busy passing inflationary Soldiers’ 
Bonus bills, when the Banking Bill now before the Senate 
places the Reserve System completely under the control 
of politics, when the political pressure from the left is 
steadily increasing, and when the United States has driven 
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up the price of silver to a point which has seriously upset 
the affairs of several of its neighbours, an offer by Mr. 
Morgenthau to join in a policy of world currency stabilisa- 
tion hardly rings true. No doubt the Administration 
desires stabilisation—so long as it does not conflict with 
its internal monetary policy, and so long as its hand is 
not forced by political pressure. That, however, is 
hardly good enough for us. 

Even if stabilisation must be postponed it by no means 
follows that central bank co-operation is not desirable 
to-day, and we are prepared to argue that on certain 
matters this co-operation should extend through the 
central banks to the Governments. For example, when 
a Government has charged itself with the duty of 
supporting its currency, it could transmit to the Bank 
for International Settlements, as the clearing house for 
information, news regarding its broad lines of policy and 
the conditions under which intervention would take place. 
This might prevent the farcical paradox of two Govern- 
ments intervening simultaneously in the exchange market 
in different directions, and might even help to create an 
atmosphere which would minimise exchange speculation 
and panic movements of funds. Apart from this and other 
ways in which co-operation could extend through central 
banks to Governments, much of the routine work 
described at the beginning of this article can be carried 
on even while the world’s currencies remain divided 
between sterling and gold. Our conclusion is that we 
regard the Bank for International Settlements’ recom- 
mendations for central bank co-operation as being so 
valuable that we urge that they should not wait upon a 
general restoration of the gold standard. Instead, they 
can and should be implemented at once. 


The London Foreign Exchange 
Market and Speculation 
By a Correspondent 


N view of the fact that criticism of our financial 
institutions is somewhat prevalent in certain quarters 
at the present time, it is of considerable importance 
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that the banking community should be in a position to 
refute any unjust attacks which may be made upon its 
activities. Fluctuations in the rates of exchange, and 
the serious barriers to international trade thereby formed, 
are often due to the activities of speculators, and it is the 
object of the present article to examine the structure of 
the London Foreign Exchange Market, and to decide 
whether that structure is likely to favour or discourage 
speculation. 

The Foreign Exchange Market differs from the Stock 
Exchange and produce markets in several important 
respects. There is no building where the transactions 
take place and the number of members is considerably 
smaller; the ‘‘ Market’ is composed of all those banks 
and finance houses which do foreign business, about 
eighty in number, and which are connected by telephone 
with the Foreign Exchange Brokers, who number about 
thirty firms, and whose function it is to bring buyer and 
seller together. Practically all transactions are carried 
through by telephone and each bank or finance house is 
represented by one or more “ dealers.” 

The broker makes his profit by a fixed scale of 
commission and is not allowed to deal on his own account. 
Unlike the broker on the Stock Exchange, or the bill or 
produce broker, he is not responsible for the failure of 
any party to a transaction in which he merely acts as an 
intermediary. There is no “retail’’ market, ie. the 
amounts of currency dealt in are large in comparison with 
Stock Exchange transactions or deals in the produce 
markets. The Foreign Exchange Market is really a 
clearing house for the purpose of balancing the books 
of the banks. Thus the banks and financial houses will 
only deal through the medium of a broker with firms of 
the highest financial standing. Certain big trade cor- 
porations can, and do, buy or sell direct through a broker 
to a limited extent in currencies requisite for their 
trading commitments; but small trade firms cannot deal 
at all in the market, but must do their transactions 
through their bankers, for no dealer will take a doubtful 
name. Thus it is apparent that dealings on a scale 
large enough for speculative purposes must be carried 
out through the banks or financial houses. 

As our readers will know, the bulk of foreign exchange 
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transactions are carried out in telegraphic transfer, 
whereby the seller instructs his agent in the foreign 
centre to pay over the requisite amount of foreign 
currency on a certain day to the agent of the purchaser ; 
the purchaser, on the same day paying to the seller the 
equivalent sterling. These transactions may be divided 
into three classes; spot, forward and options. Spot 
transactions may be considered as those whereby the 
date of settlement is fixed to take place within one week 
from the date of the deal; forward transactions whereby 
the date of settlement is fixed for a future date. The 
maximum period ahead for which it is possible to deal 
freely is three months, but forward transactions can be 
concluded for longer periods by special arrangement. 
Options are transactions whereby the date of settlement 
is variable within a certain period, either at the option 
of the buyer or the seller, according to the terms of the 
contract. Options in the foreign exchange market have 
quite a different significance to share or produce options. 
There is no option concerning the actual delivery of 
currency; it is only the date of that delivery which is 
optional. 

Obviously spot transactions do not lend themselves 
to speculative activities, as there is insufficient time for 
the rate to move enough to give the speculator anything 
of a profit. Speculation on a big scale is really only 
possible in “‘ Forwards,” either for a fixed or for an 
optional date. The procedure of the speculator is, 
therefore, to deal for a delivery date as far forward as 
possible. This gives him time to reverse his transaction 
and take a profit before the delivery date is reached. 
Let us suppose the speculator thinks that a foreign 
currency will depreciate and decides to sell it forward. 
The price he can obtain is based on the spot rate but it 
also largely depends on the operations of other people in 
the same currency. If they tend to take the same view 
the speculator will not be able to obtain a very good 
price. For example, at the moment, there is a large 
‘bear ’’ position in Swiss francs owing to the feeling that 
the Swiss franc may have to be devalued in terms of gold. 
A speculator wishing to sell S. fcs. for delivery 3 months 
ahead would have to give about one franc over the spot 
rate, i.e. with the spot rate at 15-00 to the f, the forward 
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seller would have to give 16-00 S. francs for every ry 
This would act as a deterrent to the gambler; but there 
is an extra difficulty normally placed in his way by the 
banks. Unless the speculator’s credit is unassailable, he 
will be required to put up a substantial margin to cover 
his bankers against any loss they might incur from his 
failure to fulfil his contract at maturity. This margin 
might be as much as 25 per cent. and, of course, means 
that the speculator must have a considerable amount of 
capital to be able to indulge in speculation on a large 
scale. 

We must now consider briefly the theoretical aspects 
of speculation in foreign exchange. In the first place 
it must be realised that if countries adhere fully to a 
gold standard, the fluctuations in the rates of exchange 
between those countries must be very limited in extent, 
owing to the possibility of gold being shipped from the 
country whose currency has become depreciated in 
terms of the currencies of the other countries. Conse- 
quently, as was the case in pre-war days, the activities of 
the speculator are strictly circumscribed and the small 
amount of speculation which does occur is, in the main, 
beneficial to the community by smoothing out fluctua- 
tions in the rate over a period of time. Thus the 
autumn demand for dollars, wherewith to pay for our 
grain purchases from America was met, in pre-war days, 
by purchases of dollars in the spring. By this means 
there was less difference in the dollar-sterling rates 
ruling in the spring and autumn. 

The position is very different when currencies are 
inconvertible paper. The value of such a currency in 
terms of other currencies is largely dependent upon 
psychological factors. Thus if speculators make large 
international sales of a certain currency and thereby cause 
it to depreciate, the mere fact of the depreciation may 
bring into play forces which justify and accelerate the 
depreciation and put further profits into the pockets of 
the speculators. The outstanding feature of the post- 
war financial world has been the enormous volume of 
“liquid ’’ balances which tend to move from centre to 
centre, not only according to the comparative levels of 
the rates of interest obtainable, but owing to the amount 
of “security ”’ (or “ 
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tive centres. Hence aspeculative “ bear ”’ sale of acertain 
currency, by impugning the financial stability of the 
centre concerned may cause a flight of balances from the 
centre, which involves a further depreciation of that 
particular currency and feathers the nest of the speculators 
concerned. 

Such large and frequent fluctuations in the rates of 
exchange, brought about by the actions of speculators, 
form a very serious hindrance to all forms of international 
trade, and it is largely with a view to curbing speculative 
activity that our own Exchange Equalisation Account 
and the various foreign exchange controls have been 
formed. We are, however, concerned here with the 
structure of the Foreign Exchange Market and we must 
return to a consideration of the bearing of that structure 
upon speculative activity. 

We have already seen that the private individual or 
trading firm cannot deal direct on the Market, so that 
speculation is only possible for the banks and finance 
houses, either on their own account or on behalf of clients. 
The Banks in this country have themselves refrained from 
speculation and have sternly discouraged it among their 
clients. In the main they have been successful in 
preventing the man in the street from indulging in 
exchange speculation, but they have not entirely suc- 
ceeded, as a certain amount of business has been driven 
underground to small firms, who are able, under the 
guise of ordinary business, to deal with the banks. It is 
very difficult for the banks to detect the speculative 
origin of these transactions as it is impossible for them to 
know exactly to what extent the business offered to them 
is not in cover of trade requirements. Many of the 
clients of the English banks and finance houses are, how- 
ever, banks abroad and, unfortunately, in foreign 
countries speculation in exchange is regarded as a 
legitimate form of banking enterprise. There can be 
little doubt that our departure from the gold standard 
in 1931 was largely due to foreign selling of the pound. 
Doubtless much of this “ flight from the pound” was 
achieved by foreigners sending orders to London to 
purchase foreign currency. But it is absurd to blame 
the London Foreign Exchange Market for carrying out 
these transactions. Had London refused to execute 
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these orders, they would simply have been carried out 
through other centres. The result would have been the 
same, but the London market might have lost its 
supremacy as the chief exchange market of the world. 

It is quite impossible in most cases for a London 
dealer to know whether a foreign order which he receives 
is of a “speculative ’’ nature. He may have shrewd 
suspicions on the subject, but it is quite probable that 
certain orders which look like speculation may be 
ordinary arbitrage transactions. The subject of arbitrage 
is somewhat complicated and has many ramifications, so 
it can only be sketched in outline here. A simple 
arbitrage transaction may be defined as making a pay- 
ment from one country to another through the medium 
of a third country. Thus, should anyone wish to make 
a payment in America, the straighforward way would be 
to buy dollars here. But, owing to slight divergences in 
the rate of exchange he might find it cheaper to buy 
florins here and to send an order to Amsterdam to buy 
dollars. Arbitrage, however, is seldom as simple as this, 
and gold and stocks and shares often play a part in this 
type of transaction. 

Possibly a London dealer, who has a constant flow of 
information by telephone and cable from all the foreign 
centres, sees a profit in the following transaction :— 

He sells dollars in London ; he arranges for a shipment 
of gold to Amsterdam; he sends an order to Amsterdam 
to purchase the dollars he originally sold. His profit 
depends on the relative price of dollars in London and 
Amsterdam and the relative price of goldin London and 
Amsterdam after allowing for the expenses of shipment. 
Such a transaction is not speculation, for the dealer is 
working on the basis of rates which he has ascertained, 
and yet on the surface the order sent to purchase dollars 
in Amsterdam might appear to the dealer in Amsterdam 
to be of speculative origin. 

It is difficult to see how any alteration in the structure 
of the Market could have any effect upon the amount of 
speculative dealing, for it will be apparent from what we 
have said above that the bulk of the speculation on the 
London Market is unrecognisable as such. Any restric- 
tions imposed upon the London dealer would merely 
diminish the profits accruing to this market and benefit 
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foreign centres, without having any material effect in 
preventing rate fluctuations. It is only by making 
speculation less profitable that it can be prevented, and 
this can only be brought about by the stabilisation of 
currencies. Those who advocate “‘ managed ”’ currencies 
without a gold backing, on account of the internal 
stability of prices thereby attainable, should consider 
the open field which they are leaving to the speculator in 
foreign exchange. Some method, other than the gold 
standard, may be devised for achieving international 
currency stability, but, at present it seems far from 
probable. 


Silver 
By H. C. G. Slater 


HE practical application of the American 
rehabilitation of silver policy has already resulted 


in a serious disturbance to the economy of China, 
a country with 400 million inhabitants. If the price of 
silver rises much further, it promises to aggravate the 
economic difficulties of India a country with another 
350 millions of people. 

It will be recalled that the World Economic Conference 
held in London in June, 1933, was torpedoed by the 
refusal of the American Administration to consider 
currency stabilisation and that its only definite achieve- 
ment was the agreement as to silver reached by the 
representatives of the Governments of the United 
States, Australia, Canada, India, China, Spain, Mexico 
and Peru. The importance of this agreement lay in the 
fact that these Governments in their several ways under- 
took to refrain from any action likely to cause a further 
fall in the price of silver and it was perhaps inherent also 
in the terms of the agreement that no measures would 
be taken unilaterally by any party in so far as silver was 
concerned which would have harmful results to any 
of the others. The price of silver in July, 1933, the 
time of the London Agreement, was about 18-183d. per 
standard oz. Prior to the London conference the three 
important producing countries, the U.S.A., Canada and 
Mexico had themselves reached an agreement regarding 
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the necessity for stopping any further debasing of silver 
coinage and of increasing the silver content of coins in 
addition to the substitution of silver for smaller currencies 
and the employment of silver as part of the reserves of 
central banks. With these two agreements in mind, it 
is necessary to consider briefly the reasons which have 
led to the increase in the price of silver from about 18d. 
in July, 1933, to its present level of 35d. per standard oz. 
President Roosevelt's ratification in December, 1933, of 
the London Silver Agreement was accompanied by the 
announcement that the U.S. Treasury would buy all 
newly-mined silver from natural deposits in the country 
at the price of 64-64 cents per oz. The world price of 
silver immediately responded owing to speculative activity 
and thereafter fluctuated chiefly in accordance with the 
political success or otherwise of the American pro- 
tagonists of a higher price for the metal. In February, 
1934, the Indian import duty on silver was lowered from 
74 as. an oz. to 5 as. an oz., the Finance Member remarking 
that it was the policy of the Government to co-operate 
with the United States and other countries interested 
in silver in measures designed to improve its price. It 
has since been reduced still further in order to encourage 
legitimate dealings and stop smuggling. The London 
price of silver in March, 1934, was about 204d. per standard 
oz. but by the beginning of May the price had dropped to 
184d. From that date the price began to rise again and 
when the efforts of the American Silver Bloc culminated 
in the passing of the Silver Purchase Act in June, 1934, 
the price had risen to 21d. 

The obligation laid on the U.S. Treasury by that 
Act to continue the purchase of silver until such time as 
a ratio of 3 parts gold to 1 part silver was attained in 
the country’s monetary reserves, coupled with the 
knowledge that the Treasury had been buying silver 
abroad, led to further increases in the world price until 
by the end of the year the London price had risen to 
about 24d. per standard oz. Since then speculative 
activity has been encouraged by successive increases in 
the American domestic price until the present position 
has been reached where the London price of 354d. per 
standard oz. coincides with the American domestic price 
of 77°75 cents per oz. 
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It may well be asked what effect this rise in price 
from 18d. to 353d. per standard oz., has had on the 
several parties to the London Silver Agreement? Two 
of them, China and Mexico, have already suffered 
serious harm; the first by her loss of export markets 
coupled with the disturbance of her domestic price level 
consequent on the loss of monetary reserves through the 
smuggling abroad of silver, and, the second by the fact 
that the bullion value of her token currency has now 
approached its currency value. China’s protests to the 
United States have so far proved unavailing and the 
Mexican Government is not likely to receive better 
consideration. A third party, Spain, is also likely to 
be affected soon, and it remains to be seen if consideration 
of the Indian position will cause President Roosevelt’s 
Administration to pause. 

The control of the Indian currency now rests with 
the newly created Reserve Bank of India and the legal 
obligation to convert Notes into Silver Rupees and vice 
versa is laid on the Bank. The Silver Rupee weighs 
t Tola (2 of an oz.) and contains 165 grains of fine silver. 
The Rupee at present is on a Sterling Standard and 
parity is 1s.6d. When the price of silver rises to 48- 436d. 
per standard oz. the melting point of the Rupee will be 
reached, but it is probable that long before that price 
is reached the Reserve Bank will be faced with an in- 
ordinate demand for silver Rupees in exchange for 
Currency Notes. Under the Reserve Bank of India 
Act, 1934, the Indian Government handed over to the 
Bank Rs. 50 crores of Silver Rupees as cover for part of 
the Note Issue of Rs. 186 crores and it is enacted that 
when at the close of a financial year the Bank’s stock of 
Rupee coin falls below the figure of Rs. 50 crores, the 
Governor General shall make up the deficiency as to 
Rs. 5 crores but not more unless he chooses to do so. 
This provision cannot take effect at earliest, until April 
I next, so that the Bank at present can only meet an 
inflow of Rs. 50 crores or so of Notes without Government 
intervention. There is no question however but that 
Government intervention will result as soon as an ab- 
normal situation is created. 

The Indian Government also possesses at the moment 
about Rs. 40 crores of Silver Rupees and it is from this 
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source that sales under the London agreement would 
normally be made. These two reserves represent an 
aggregate of 337°5 million ozs. and as the tendency up 
to now has been for Silver Rupees to come back from 
circulation rather than the reverse, these stocks have 
been considered more than sufficient for currency needs. 
In 1926, at the time of the Hilton Young Commission, 
the Government Silver Stocks amounted to Rs. 85 crores 
and though sales of silver since then have aggregated 
about 226 million fine ozs., Silver stocks to-day at 
Rs. 90 crores are Rs. 5 crores higher, owing to the return 
of Rupees from circulation. 

No accurate statistics are available, either of the 
amount of Silver Rupees in issue or of the quantity 
of silver in private hoards in the country. The first may 
be estimated at about Rs. 300-Rs. 350 crores, while the 
latter, according to net imports between 1869-70 and 
1933-34, would be not less than Rs. 600 crores. 

The Indian “‘ryot’’ is accustomed to regard the 
Silver Rupee from the point of view of its silver content 
and on festive occasions when silver ornaments are 
required he takes his few Rupees to the local silversmith 
and gets trinkets made out of them. The rich also hoard 
Silver Rupees and silver bullion and there was an 
occasion when an Indian Potentate absorbed a large part 
of a Government of India Loan and paid for his allotment 
in Silver Rupees, which were delivered to the Bank in an 
unending line of bullock carts. It is clear, therefore, 
that owing to the habits of the people any attempt to 
replace the present Silver Rupee with a coin of lesser 
silver content would have serious consequences, even if 
it were possible to do so without causing a drastic currency 
shortage. The operation of Gresham’s law in India 
would be swift, and owing to the large number of Silver 
Rupees in daily circulation a paralysis of the country’s 
internal trade would follow. It would be particularly 
unfortunate also if, at this juncture, any such step was 
taken, as owing to the recent inception of the Reserve 
Bank of India, as the sole currency authority, and the 
probable issue of currency notes of a new design in the 
future, ignorant public opinion might ascribe to the 
Bank’s activities the reduction in the silver content of 
the Rupee and distrust of the new bank would follow. 
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On the other hand the Government of India is faced with 
a choice of evils. If the sterling value of the Rupee 
appreciated much beyond Is. 6d. it would be necessary to 
release the Reserve Bank from its present obligation to 
sell Rupees in unlimited amounts at Is. 6,%;d. and 
either to fix the Sterling value higher or let the Rupee 
exchange fluctuate in accordance with the bullion value 
of the silver coin. 

In either case the result would be disastrous to Indian 
trade and finance. Central and Provincial Government 
finance would be affected and a heavy blow would be dealt 
at the reviving export trade which has just recovered in 
value from the low level of Rs. 135 crores in 1932-33 to 
Rs. 164 crores in 1934-35. The comparative figure for 
1929-30 is Rs. 318 crores. Similarly, the Indian index 
number of wholesale prices of all commodities (Calcutta) 
in 1929-30 averaged 116. It is now about 89 and it must 
be noted that the full extent of the fall in the price of 
agricultural products has been obscured by the increased 
cost of imported articles. A high sterling value of the 
Rupee would widen the disparity between the prices of 
imports and exports and drive down still further the 
prices of agricultural products in India. Widespread 
distress would follow as it would be impossible to 
counter the lowering of the price level. In _ this 
connection it should be remembered that India is 
predominately an agricultural country and that the 
average income of the Indian peasant, who comprises 
over 80 per cent. of the population, has been put at a 
figure varying between {2 and £8 per annum. 

In the existing circumstances and bearing in mind the 
possibility that the American Treasury might drive the 
price of silver up to $1-29} per oz., or higher if the 16-1 
ratio of the price of gold to the price of silver is adopted, 
it is clear that the Government of India would not 
attempt to fix any sterling value to the Rupee once the 
present parity proved ineffective. Faced with a situa- 
tion in which considerable dislocation is inevitable it is 
probable that a number of steps would have to be taken 
in order to minimise the harmful effects. Probably 
the first step would be to suspend the convertibility 
of the Notes issued either in part or in whole. No 
change would be made in the silver content of the 
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Rupee but One Rupee Notes would be issued and 
Government Treasury offices which are spread all over 
the country might be required to restrict the issue of 
Rupee coin to a minimum and in order to avoid any 
currency shortage it may be that Nickel coins of a larger 
denomination would be minted. The prohibition of 
exports, and possibly imports, of Gold and Silver bullion 
except under licence would probably follow coupled with a 
severe limitation of the purposes for which sterling 
remittances could be obtained. By these measures 
fluctuations in the Rupee Sterling exchange could be 
kept within the narrowest limits. No attempt to acquire 
large stocks of silver, in order to maintain the coinage, 
would be made as this would mean that in time when the 
price of silver fell or became stabilised the Government 
would again be left with supplies of excess silver bullion. 

There is no doubt that the present price of silver is 
entirely artificial and until such time as the normal 
demand for the metal increases the bottom would fall 
out of the market on any reversal of American policy. 
Paradoxically enough it is the very sources which could 
and would absorb large quantities of silver and help to 
maintain its price which are now being faced with ruin 
owing to the repercussions of the American programme. 
America has “ bumped off ’’ the London Agreement, and 
the Indian Government with the implied threat to its 
currency can hardly be expected to continue to sell 
silver now. Evidence is forthcoming however, that the 
Indian, educated in the profits obtained by the sale of 
gold, is keeping a wary eye on the price of silver. 
Assuming private hoards in India to be Rs. 600 crores 
(2,250 million ozs.) this is more than twice the quantity 
necessary for the present American requirements. Again 
for some time now, large stocks of silver have been 
financed in Bombay and it must be remembered that 
the same efficient organisation in India by which gold 
exports have been produced to the extent of £180 millions 
sterling since 193I can deal as effectively with the 
country’s silver hoards. The dispersal of these hoards 
may well prove an important factor in stabilising the 
price of silver at round about its present level more 
especially as the present high price is likely to increase 
annual production. Until the price rises another 6d. or 
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so per oz. the Government of India are not likely to 
seek to prevent the export of silver bullion in view of 
the extent of the country’s hoards. The increase in the 
Indian quotation for silver has been sufficiently large 
for some knowledge of it to have percolated to the 
‘“‘mofussil ’’ districts and the question of the profits 
arising to have been brought to the notice of large 
numbers of the people. At the same time so long as the 
world price is likely to jump higher Indian sales will be 
held up. The American requirements at round about 
1,100 million ozs. are large but there should be little 
difficulty in satisfying these over a period of years by 
market purchases if a moderate and sensible policy is 
adopted by the American Administration. It is clear 
that both the British and Indian Governments should 
satisfy themselves fairly soon if such a policy can be 
expected from America. 


Cemneisieat Bank oo 
By a Correspondent 


N the May number of THE BANKER, a method for 

] readily determining appropriate bank charges was 

described. Its underlying principle was that of 
setting the estimated value of the depositor’s daily 
balance during each half year against the estimated cost 
of working the account. 

The cost was based upon “ units’’ which may be 
either wholly or partially ledger entries, or, according to 
the system adopted, exclusively debit entries. For 
instance, if it were decided to allow for costing purposes 
} per cent.—the present rate for call money—on the 
average balance, and an additional } per cent. on the 
minimum balance, and to charge 6d. per unit, the calcu- 
lation on an account with an average balance of £200, a 
minimum balance of £45, and with units totalling 230 
would be as follows (see top of next page). 

The formula, similar to those which were previously 
explained, is practically self-explanatory. 

It will be recognised that the method is designed for 
use when the credit balance maintained is insufficient to 
cover the working cost, and where overdrafts arise the 
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interest incurred may either be added to the charge or 
entered as a separate debit item. 
Example 5. 

Average balance 

Minimum balance 


Total units 


245 
Io 


Free units 


Charge for half-year 


The purpose of this article is to describe a convenient 
alternative formula which may be used when it is found 
practicable to estimate operating cost upon the basis of a 
fixed amount either per ledger page, per sheet of state- 
ments of account, or per page in the pass book, instead of 
per unit. 

Let us assume according to the number of ledger 
pages that the work on each costs either {1 asin Example 
6 or 15s. as in Example 7, and that in both instances 
interest on the credit balance is reckoned at the-at 
present-somewhat generous rate of I per cent. 

Here our calculations will be in shillings instead of in 
units, and we take first the ledger cost of the account, 
adding to it if desired interest on overdrafts which may 
have occurred, and charges which the general costing 
system may call for apart from the actual ledger and 
clearing work. Of the average balance in pounds—which, 
as we have seen is readily ascertainable throughout a 
half-yearly period by reference to the ledger—we 
deduct ro per cent. from the cost, and this deduction 
represents in shillings I per cent. interest on the balance 
throughout the period. But if we are working on a } per 
cent. rate, we shall deduct 5 per cent., and this will 
apply if, as in Example 5, we allow } per cent. on the 
average balance and an extra $ per cent. on the mini- 
mum balance, by adding the two balances together. 
Example 6. 

20,/— per page and 1°). 
Average balance {200. 4} pp. @ 20/- per page 
less 10°, of average balance 


Charge for half-year 
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When the estimated cost per page is taken as I5s., it 
will be simple to reckon at the rate of 5s. per third of a 
page occupied ; the total number of thirds of a page may 
then be multiplied by 5. Thus :— 

Example 7. 
— per page and 1%. S. 

Average balance £200. 4} pp. @ 15/- per page = 13 

@ 5/- = we 65 
less 10°, of average balance ... 20 


Charge for half-year... we 45/- 


According to what may be called the ledger folio 
method it may be laid down that to avoid charge on a 
I per cent. basis a customer must maintain an average 
balance of £200 for every 20s. costed page per half-year 
of £150 for every 15s. costed page—of {100 for every Ios. 
costed statement sheet—if such be the method—and so 
on. This provides a simple explanation to the customer. 
In other words, his average credit balance expressed in 
pounds must be ten times the cost of each page or sheet 
expressed in shillings if it is to cover the cost. For 
example, when a customer’s account runs to six pages 
of the ledger during a half-year, @ 20s. per page, repre- 
senting 120s. cost, he will require to maintain a balance 
of at least £1,200 to cover it. 

If, as in Example 5, terms are arranged under which 
} per cent. is to be calculated upon the average balance 
with an additional $ per cent. on the minimum balance, 
the deduction will be 5 per cent. (shillings) from the total 
of the average and minimum balances expressed in 
pounds. The simple plan will be to knock off an o, to 
ascertain twice the number of shillings to be credited, 
i.e. deducted from the gross cost. Thus :— 

Example 8. 
15/- per page and 4°, on average plus $°., on minimum. 

Average balance £200 4} pp. @ 15/- per page 

Minimum balance {50 = 13 @ 5/- 


-0 


250 @ 5% - 
Charge for half-year 


According to this arrangement twenty times the gross 
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cost expressed in shillings is the amount in pounds of the 
total which the two balance figures must amount to, to 
cover cost. 

They are thus reciprocal; the larger the customer’s 
minimum balance, the smaller his average balance need 
be, and vice versa. Hence in the above instance a charge 
would be avoided by the maintenance of an average 
balance of at least {800, provided that the minimum 
balance did not fall below {500. If the inquiry be as to 
what balance will be required upon an account main- 
tained in credit during a half-year to cover operating 
costs up to, say, 65s., we multiply by 20, and the answer 
is that an average balance of {£1,300 will be required 
should the balance fall to zero within the period, but the 
minimum balance that may be maintained may be 
deducted to ascertain the amount below which the 
average balance must not fall. Thus a minimum of {500 
will admit of an average of £800; of {600 an average of 
£700, etc. Under such conditions free working may 
allow for perhaps 260 items during the course of the year, 
where the costing per ledger page corresponds to Ios. for 
every 20 items or units. 

It will be observed that at present the customer is 
being allowed deposit rate at 7 days’ notice from day to 
day for costing purposes upon the amount of his balance 
in excess of his minimum balance, and this earns I per 
cent. towards his charges. 

It would seem that an arrangement such as this which 
concedes an appropriate value to the average balance and 
an additional value to the minimum balance is both fair 
and economic. It affords an opportunity to the depositor 
who requires to avail himself of banking facilities to an 
extent in excess of what is proportionate to his balance, 
by so arranging his finances, to cut down the cost of 
banking services substantially below what he would 
otherwise be paying, even after the value of his balance 
from day to day has been adequately allowed for. 

The banker attracted by an arrangement which 
grants special concessions to the minimum balance 
recognises that pound for pound this money in the 
aggregate is of greater value than are funds liable to 
sudden withdrawal. 

Objections may be raised from the banker’s point of 
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view (1) that such terms are unremunerative, and (2) that 
they are too troublesome to assess. 

The answer to the first would be that were charges 
on an appropriate scale to be levied equitably in every 
case in which investigation reveals that they have been 
earned by the banker, the probability is that they would 
not be lower in the aggregate than those which are cus- 
tomarily debited, but would be more as a whole than is 
the case where no system of costing is employed. 

As to the trouble involved it is submitted that the 
formule which have been suggested in these articles 
furnish an easy and automatic means of computing bank 
charges. They demonstrate a method of costing, with 
variations, according to the special circumstances ruling 
in an individual Branch, and afford practicable and 
uniform mechanism for ascertaining whether a charge is 
due, and arriving with a minimum of trouble at the 
appropriate amount. Moreover, since the principle lends 
itself to simple explanation to the customer, and facili- 
tates a preliminary understanding as to terms, it should 
serve to remove the tension that may from time to time 
arise between the banker and the small depositor upon 
this somewhat delicate subject. 


The Reform of Insurance Law 
By an Insurance Shareholder 


T is all but inevitable that either in this Parliament 
] or the next an Act will be passed to make radical 
changes in the law of insurance companies. The task 

of drafting a Bill of this kind and steering it to the statute 
book is not one that any President of the Board of Trade 
would court, for the problem of finding the right solution 
is difficult in itself, and is made still more difficult 
by the necessity of placating various interests and 
persuading rival systems to fit into a single scheme. 
But the pressure of recent events and of the failures 
which have taken place since the last Act was passed is 
driving the Board of Trade into action, and the interest 
not only of the general public, but of the insurance market 

R 
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itself, calls aloud for reform. The offence is rank, 
smells to heaven. 

The unhappy position of the general public is surely 
unmistakable. Five years ago, when the Road Traffic 
Act was passed, John Citizen was told that in future he 
would be safe against the danger of being knocked down 
and crippled by a car, and then finding, after judgment 
had been given and damages awarded, that the motorist 
could not pay and the damages could be whistled for. 
Every motorist, from the time the Act came into force, 
would have to carry an insurance certificate, and the 
pedestrian would know that behind the insolvent driver 
of the car stood an insurance company or an underwriter 
pledged to make good to the third party the compensation 
to which he was, by judgment of the Court, entitled. It 
was a pleasant thought for the walker or the cyclist as 
he threaded his way through the crowded streets or took 
the air along the country roads. It was a great deal less 
pleasant after he had been knocked down and spent a 
large percentage of his savings on lawyers’ bills to find 
that not only was the motorist without means, but the 
insurance company standing behind the motorist was itself 
insolvent. And six times since the Act of 1930 was passed 
an insurance company, empowered by the Act to issue 
the third party certificates, has failed, leaving the claims 
of the third parties unsatisfied. 

From the standpoint of the insurance market the 
position is scarcely less serious. Ona short view, perhaps, 
the manager of a well-managed company may feel some 
satisfaction in the failure of a troublesome reckless 
competitor, but in the long run it is a bad thing for the 
market to have the worth of an insurance policy blown on 
by continued failures among weaker members of the 
insurance community. And it is particularly galling in a 
country which has led the way in all forms of insurance, 
which enjoys the highest re putation in the world for the 
strength and reliability of its insurance offices, that under 
the egis of the law the managers of bad companies 
should be able to ply a thriving trade, and by their 
recklessness help to bring discredit on the whole business. 
From every point of view the position ought to be 
reformed. 

One of the difficulties of tackling the problem is 
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that under modern conditions things change so quickly, 
and reform which may be adequate to-day is inadequate 
to-morrow. In a recent article on this subject the 
Economist criticised a committee which sat eight years 
ago on the ground that its report was coloured by events 
which had taken place immediately before it began its 
deliberations. And after this pontifical rebuke the article 
proceeded to a discussion of the problem which was 
coloured through and through by the events that have 
happened in the past five years. Such colouring is 
indeed inevitable, since legislation must deal with 
contemporary facts and does not concern itself with a 
platonic idea laid up in heaven. Whatever Government 
takes up this reform and drafts the Bill will have to deal 
with things as they are, not with things as they may be 
ten years hence, and though it would be very satisfactory 
to arrive at precautions which will hold good for all time, 
the public should be satisfied if the present scandal can 
be ended. 

In this matter what are the contemporary facts? 
To answer the question it is necessary to go back thirty- 
eight years to the time when the Salisbury Government 
passed its Workmen’s Compensation Act, an Act which 
may, without gross inaccuracy, be regarded as the 
starting point of accident insurance in Great Britain. 
The burden that this legislation threw on the employers 
was passed on by them to new insurance companies and 
new departments of old insurance companies which sprang 
up to supply the need, and it soon appeared that the 
workman (whose interest in insurance had hitherto been 
small) was henceforth scarcely less interested than his 
employers in the soundness and respectability of the 
office with which the risk was insured. Now for the first 
time we had a situation in which someone who was not 
a party to the contract of insurance, who had no say in 
the choice of the company, who was probably incapable 
in any case of deciding between a sound and a rotten 
company, was vitally concerned in the solvency of insur- 
ance offices. 

The Parliament which passed the Act of 1897 did not 
foresee its consequences, but the Trade Unions were 
constantly complaining, and (largely as a result of their 
pressure) the Campbell-Bannerman Government passed 

R2 
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in 1909 an Insurance Companies’ Act designed, though 
not very happily, to prevent the failure of offices trans- 
— general insurance business. The old policy of 

aveat emptor which had till then governed all insurance 
poe life, was definitely discarded, and a new era was 
begun; but the change in social conditions moved more 
quickly than the insurance legislation, and every year 
more and more people came to be interested, as the work- 
man had become interested in 1897, in policies to which 
they had never been a party, but which, nevertheless, 
were their only standby after an injury. Every year the 
third party was becoming a more important person and 
pressed his claims more insistently on Parliament and 
the Courts. 

Five years ago, in 1930, when the Road Traffic Act 
was passed, another new situation was created and 
another attempt at insurance reform was made. From 
then on every car driver on the roads must carry a third 
party insurance, and without a certificate of insurance 
no driver could obtain a licence. But this insurance, 
though taken out for the benefit of the third party, was 
selected by the driver himself, the only restriction on 
his choice being that he must go to a company which had 
deposited {15,000 for motoring risks with the Board of 
Trade. And just as the authors of the Workmen's 
Compensation Act did not foresee the consequences of 
their law, so the authors of the Road Traffic Act were 
blind to the consequences of theirs. By deciding that 
with a certificate of insurance a man might drive and 
without it he might not, they created a class of insured 
who bought the certificate simply to get the right to 
drive and cared not one penny whether the company 
that issued the certificate was sound or unsound. Extra- 
ordinary as it may appear to responsible people, there are 
thousands of motorists so reckless as to be completely 
indifferent to the strength or weakness of the company 
with which they insure. They themselves have no 
money, and consequently no fear of costs or bankruptcy, 
and so long as the scrap of paper they get for their premium 
enables them to drive, they ask for nothing more. The 
problem of insurance reform at the moment is mainly 
this—to protect the public both against the weak insurer 
and against the indifferent insured, and it can be solved 
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only by making it impossible for the most careless 
irresponsible members of society to find a weak insurance 
company ready to accept their business. So long as 
there are insolvent companies ready to accept risks on 
any terms, so long will the reckless motorist patronise 
them. In other words, the weak company must not be 
restricted but eliminated. 

Hitherto the law has dealt with insurance companies 
almost entirely by demanding from them deposits, and it 
is now deplorably certain that deposits do not, cannot, 
and never will provide security. They do provide 
evidence that the founders of the company are willing 
to risk the £15,000 or the £20,000 which the deposit 
absorbs, but apart from that they are almost valueless. 
They do not constitute a fund on which policy holders 
can safely rely in case of insolvency, and they do not 
prevent a company from trading beyond its resources 
or continuing after its solvency has disappeared. They 
certainly do not satisfy our condition that the weak 
company must be eliminated. 

A suggestion has been made, and it will, we hope, 
receive careful consideration, that as an alternative or a 
supplement to deposits the new Bill should institute a 
system of examining insurance companies’ accounts 
annually, and insisting on a certain standard of solvency 
which every company must reach if it is to continue 
trading and accepting risks. If this suggestion were 
adopted, then machinery would be set up under the Act 
(machinery which, it is to be hoped, the offices themselves 
would work) for bringing the accounts of all the depart- 
ments of all the offices once every year to this touchstone 
of solvency, and putting an end to the life of any company 
which does not satisfy the test. The different depart- 
ments would, of course, be subject to different kinds of 
examination. In the life department the test would be 
made by actuaries, and would be largely a matter of life 
tables and valuations, but in other departments the work 
could be done by accountants whose duty it would be to 
apply to the figures of the year a yard-rule supplied by 
the examining authority, and report the result. There 
would be no difficulty in devising such a yard-rule, 
because results in insurance generally run true to form, 
and the percentage of premium income necessary to 
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wind up an account at the end of the first twelve months 
can usually be ascertained pretty accurately. 

Take, by way of illustration, a fire department’s 
accounts. It is customary in fire underwriting to charge 
up to the year’s premium all the claims arising out of 
the year’s risks which are settled during the year, plus an 
allowance for the outstanding claims which have been 
advised but not yet settled on December 31. Next 
the whole of the year’s expenses and commission charge- 
able to the fire department are deducted, and the result 
is the balance in hand for winding up the account and 
for the department's profit. The common rule of thumb 
for the balance for unexpired risks is that it should be 
40 per cent., so that the company’s fire profit in any year 
is this :— 

Claims paid and outstanding 
— < Expenses and commission and 40 per 

cent. reserve. 


Premiums 
Interest /f 


Now let us take two hypothetical revenue accounts as 
they might come up for examination by this statutory 
authority that we are contemplating. Here is the 
first :— 
£ 
Fund brought for- Claims paid and outstanding 600,000 
ward... -»+ 400,000 Expenses and commission ... 400,000 
Year's premium 1,000,000 Reserve for unexpired risks, 
Year's interest ... 30,000 40 per cent. we +» 400,000 
Balance sia re ie 30,000 


{1,430,000 £1,430,000 


Here the figures are good. All claims have been met and 
all outstandings allowed for. Expenses have been paid, 
a reserve made for remainder liability, and there is still 
£30,000 in hand. If the examining authority is satisfied 
that the figures are correct, and in particular that out- 
standings have been properly valued, he will give his 
certificate to this fire department. He would take a 
different line if he were presented with the following 
revenue account :— 
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£ 
Funds brought for- Claims paid and outstanding 700,000 
ward ... ... 400,000 Expenses and commission 400,000 
Year’s premium _1,000,000_ Reserve for unexpired risks... 400,000 
Year’s interest ... 30,000 
Balance a 70,000 
£ 1,500,000 £1,500,000 


In this case he would have to say that the account as it 
stands is £70,000 short, and the company will have to 
show that outside the fire department’s accounts it has 
free assets of £70,000, that can be brought in when wanted 
to the fire department’s help. 

These sketchy figures are produced only to illustrate 
the simplicity of the principle and the ease with which 
the examination can be made. Each department’s 
figures would be dealt with separately, but separation of 
assets would not be required, except possibly in the life 
department. Every year the examining authority would, 
after bringing the companies’ figures to the test, give or 
withhold its certificate according to the results disclosed. 
The companies which could not get their certificate, 
which sat for the examination and were ploughed, 
would have to stop accepting business and would go out 
of action in the early stages of their insolvency, not (as 
they go now) in the last lap of their decay when the 
creditors’ position is hopeless, and probably has been 
hopeless for at least two years. The scheme, apart 
from its simplicity, has many advantages to recommend 
it, and is the only method yet devised for eliminating 
the weak company. Until it has in some form or other 
been adopted the public will continue to suffer from the 
joint sins of the weak insurance company and the irre- 
sponsible insured. 
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A Banking Jubilee 


N the morning of June 1, 1885, the Derby Commer- 
() cial Bank took into its service a junior clerk, Mr. 
Frederick Hyde, who was destined to become the 

chief executive officer of the world’s greatest joint stock 
bank. The Derby Commercial Bank was a small local 
undertaking, having but one office, a capital of £50,000 and 
deposits of less than £300,000. In 1890 it was taken over 
by the Midland Bank (then the Birmingham and Midland 
Bank), which, as a rapidly growing provincial institution, 
was just entering upon an energetic process of expansion 
by amalgamation. With the absorption of the Central 
Bank of London in 1891 the Midland entered the London 
banking field, and it was at that stage that Mr. Hyde 
was transferred from Derby to the new head office in 
London. During the next thirteen years his outstanding 
abilities brought him speedy advancement, until in 1909 
Sir Edward Holden selected him as one of the general 
managers of the greatly enlarged bank. Meanwhile 
Mr. Hy de had played an important part in carrying through 
the many amalgamations accomplished during that period. 
More especially, he was responsible for co-ordinating the 
accounting methods employed by the various banks, and 
for instituting the present system of branch control and 
accounting, which has been taken as the model by many 
large banks operating overseas. Following the death 
in 1919 of Sir Edward Holden, then chairman and 
managing director of the bank, Mr. Hyde was appointed 
a joint managing director, while for the past six years he 
has been sole m managing director, a position he continues 
to hold after fifty years of banking service. Mr. Hyde is 
also the managing director of the Midland Bank Executor 
and Trustee Company, formed in 1909 as an affiliation 
of the bank, and upon the purchase by the Midland 
Bank of the capital of The Clydesdale Bank and the 
North of Scotland Bank he became a director of each 
of those institutions. In view of his long tenure of 
highly responsible positions, Mr. Hyde is naturally re- 
garded as a leading authority on all matters concerning 
his profession. One of the outstanding modern contri- 
butions to general knowledge of banking practice was 
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contained in his evidence before the ‘‘ Macmillan’ 
Committee on Finance and Industry in 1930. 

Throughout his banking career Mr. Hyde has been an 
enthusiast for the technical training of bank officers, and 
has encouraged the staff of his bank in every way possible 
to qualify for positions of greater responsibility. As a 
young man, when comparatively few bank officials 
thought it desirable to seek professional qualifications, 
he passed the final examination of the Institute of 
Bankers, of which he is still a member and was president 
in 1927-29. He has also been president of the Manchester 
and District Bankers’ Institute. The warmth of feeling 
entertained for Mr. Hyde by the staff is the natural 
reflection of his close personal concern for their welfare. 
He takes the deepest interest in everything that touches 
the staff—not only in their work, but in their athletic 
and social activities. This quality of human sympathy, 
coupled with his genius for banking and his immense 
experience, makes him an outstanding figure in the 
world of finance. 

Upon reaching his jubilee as a banker Mr. Hyde has 
been the recipient of innumerable congratulatory messages 
and tokens of esteem, coming from both home and abroad. 


Appointments and Ketirements 


British Linen Bank 


Mr. John R. Park, Agent at the Dunfermline Branch 
of the British Linen Bank, has retired after fifty-one 
years’ service. A native of Clydebank, Mr. Park entered 
the service of the Bank in 1884. In 1goo he was trans- 
ferred to the London Office, where he remained until 
1908, when he returned to Scotland to take charge of the 
Branch at Stirling. Since 1919 he has represented the 
Bank at Dunfermline, an important industrial centre. 
Mr. Park holds the office of Honorary Sheriff Substitute 
of Fifeshire. 

Mr. Park is succeeded by Mr. John Victor Bruce, who 
is a native of Edinburgh, and was educated at the Royal 
High School there. He entered the service of the Bank 
at their Grassmarket, Edinburgh, Branch, in 1905, and 
after several years was transferred to the Head Office, 
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where he gained experience in the Inspectors’ Department. 
During the War he held a Commission in the Royal 
Field Artillery, and served in France. In 1919 Mr. Bruce 
resumed his duties as an Inspector of the Bank, until 
1929, when he took over the management of the Hawick 
Branch of the Bank. 


Mercantile Bank of India 

Mr. J. M. Ryrie has felt compelled for reasons of 
continued ill-health to resign the chairmanship of the 
Mercantile Bank of India, Limited, but remains a Director. 
The Deputy Chairman, Sir Thomas 5S. Catto, Bart., has 
agreed to act as Chairman, with Sir Charles A. Innes, 
K.C.S.L., C.LE., and Sir Thomas Smith as Deputy 
Chairmen. 


National Bank of Scotland 


Mr. Robert Cannon, Assistant Cashier, who holds 
authority to sign ‘“‘ fro General Manager ”’, has retired on 


account of ill-health under the provisions of the Pension 
Scheme. Mr. Cannon entered the service of the Bank at 
Edinburgh Leith Walk Branch in 18go, and was trans- 
ferred to the Head Office in Edinburgh in 1896. After 
serving in several departments there, he was appointed 
Assistant Cashier at the Head Office in 1931. 

Mr. Ronald Mackay Carnegie, of the Inspectors’ 
Department, has been appointed Assistant Head Office 
Manager with authority to sign “ pro General Manager.”’ 
He entered the Bank in 1925 and served on the staff of 
three of the City Branches. He was transferred to the 
Inspectors’ Department in 1929, and has now been 
appointed successor to Mr. Cannon with the rank of 
Assistant Head Office Manager. 


Union Bank of Scotland 

Sir A. Steven Bilsland, Bart., M.C., has been appointed 
Chairman of the Union Bank of Scotland. The position 
has been vacant since the death in March last year of 
Viscount Novar, who held the dual office of Chairman of 
the Bank and Chairman of the Board of Directors. At 
the Annual Meeting of the Shareholders in May a resolu- 
tion nominating Sir Steven Bilsland as successor to 
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Lord Novar was moved by Sir H. Arthur Rose, D.S.O., 
LL.D., and met with unanimous acceptance. 

Sir Steven, who has thus attained one of the out- 
standing positions in banking administration in Scotland, 
has been an ordinary Director of the Union Bank since 
1924. 

For a number of years he has taken a prominent and 
worthy part in the commercial life of Glasgow. He is 
Chairman of the well-known firm of Bilsland Bros., Ltd., 
and is also a director of a number of other companies, 
including the Glasgow Stockholders Trust, Ltd., and the 
Scottish Amicable Life Assurance Society. 

In addition to his business activities he has devoted a 
large part of his time and energy to public work, and as a 
Director, and for a term of two years as President, of the 
Glasgow Chamber of Commerce, he has done much to 
promote the trade interests, not only of the city, but of 
the country as a whole. 

In April of last year he was appointed Chairman of 
the Standing Committee of the Council for Art and 
Industry set up by the Board of Trade, to deal with 
questions affecting the relations between art and industry 
in Scotland. He is a member of the Scottish advisory 
board of Credit for Industry, Ltd., and also of the Trans- 
port Advisory Council appointed by the Minister of 
Transport. 

Sir Steven is a member of the University Court of 
Glasgow as assessor for the Lord Rector, Sir Iain Colqu- 
houn, Bt., of Luss. In other spheres he has shown a 
great div ersity of interests, especially giving his support 
to movements having as their object the welfare of the 
younger members of the community. In the war he 
served in Palestine and France, and was awarded the 
Military Cross. 





Obituary 
Mr. R. H. Foa 


It is with great regret that we have to record the 
death, on May 2, of Mr. R. H. Foa, an Advisory Director 
of Barclays Bank, Limited, and Deputy Chairman of 
Barclays Bank (Dominion, Colonial and Overseas). Not 
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only have Barclays Bank and its affiliated institution 
lost in him an able banker and a wise counsellor, but his 
passing also deprives the City of London of one who was 
for long a prominent personality in financial circles. Mr. 
lfoa was an acknowledged expert on the theory and 
practice of the discount market, of which he proved an 
able exponent before the Macmillan Committee. 

In the days before he turned his talents to finance, 
Mr. oa had many and varied experiences, including life 
on a cattle ranch in the West, and throughout his career 
his interest in farming was maintained, especially in 
sheep farming, on which he was an authority. It was in 
1886 that, in partnership with the late Mr. F. H. King, 
he established the London discount firm of King and Foa. 
His active connection with the discount market continued 
until two years ago, when his firm was amalgamated with 
that of White and Shaxson, under the title of King and 
Shaxson. 

As a banker, Mr. Foa was associated with the Anglo- 
Egyptian Bank, Limited, of which he was a Director for 
some years, before being elected Chairman in 1918. He 
continued in that office “until the amalgamation in 1925 
of the Anglo-Egyptian Bank, Limited, with Barclays 
Bank (Dominion, Colonial and Overseas), and following 
the death of Sir Herbert Hambling, Bart., in 1932, he 
was elected Deputy Chairman of that institution, in 
which he was also Chairman of the London Committee. 
In addition, Mr. Foa was a Director of the British Bank 
of South America. 

A keen sportsman, Mr. Foa in his younger days was a 
noted Rugby football player, and became captain of the 
Cardiff Rugby Football Club, while he helped to introduce 
the game more generally into Wales. He took a great 
interest in the social and sporting activities of the staff 
of the Bank overseas, while his home at Holywell Park, 
near Wrotham, with its cricket ground and tennis courts, 
was a centre of sport for the district. In 1932, Mr. Foa 
became High Sheriff of Kent, and he was held in great 
regard in the county, where his work, particularly in 
connection with the Gravesend and North Kent Hospital, 
of which he was President, was widely appreciated. 
Although 78 years of age, he sailed in January last, with 
Mrs. Foa, on a visit to the West Indies, but unhappily he 
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was taken ill at Jamaica and the visit was curtailed, Mr. 
and Mrs. Foa returning to London on April rr. A man of 
outstanding personality, Mr. Foa was held in the highest 
esteem, both inside and outside banking circles, and he 
will be very greatly missed. 





Bank Staff Relations 


N our previous issue we published a report of an address 
given by Mr. J. Beaumont Pease at the 1912 Club on 
April 2 last. We have since received from the 

General Secretary (Policy) of the Bank Officers’ Guild a 
long letter, in the course of which he points out that Mr. 
Pease was in error in stating that the Bank Officers’ 
Guild was affiliated to the Trades Union Council. The 
Guild, he says, is not affiliated to the Trades Union 
Congress, or any Council thereof. The writer has also 
sent us a report of part of the discussion which followed 
Mr. Pease’s address. We gladly print this in order to 
complete our record of the proceedings :— 

Mr. T. G. Epwarps: Mr. Chairman, I was waiting, Sir, to see 
if there were any members of the Club who wish to put a question 
before I do so. I, as a humble visitor to the Club, have been very 
pleased to listen to the version by Mr. Beaumont Pease. I have many 
questions which I would like to put. I believe you would like me to 
put them one at a time, Mr. Chairman. I have made several notes 
whilst Mr. Beaumont Pease was speaking, knowing a great deal myself 
about the conditions and relationships of Bank staffs. First of all I 
would like to correct the false impression in the mind of anyone present 
that the Bank Officers’ Guild is affiliated to the Trades Union Congress. 
It is not. Now I come to my first question, if I may? Would Mr. 
Beaumont Pease, who said he believed that the majority of his staff 
would concur that representation by the Bank Officers’ Guild was 
undesirable and inferred that they were satisfied with the form of staff 
representation through the Staff Representative Committee, tell this 
meeting how the staff are voting at the meetings being held by that 
Staff Representative Committee in various parts of the country on 
motions of ‘‘ no confidence’ in that form of organisation? I think 
that would give a very decisive answer as to the form of representation 
which they desire. 

Mr. BEAUMONT PEASE: I said it has been generally understood 
that the Bank Officers’ Guild is affiliated to the Trades Union Congress 
—I was very careful about that. The question has often been asked 
but it is one that has never been answered. Whether what was implied 
was true I do not know, but it is generally understood. 

In regard to the voting at various meetings which the speaker said 
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have been held up and down the country, the Directors have nothing 
whatever to do with these meetings. I have no knowledge whatever 
either in regard to the meetings or in regard to the vote which has 
taken place. Those meetings are entirely in the hands of the staff. 
There is no interference of any kind, no questions asked and no 
information has been given to mé on the subject. 

Mr. Epwarps: Thank you, Mr. Chairman. May I put another 
question? Would Mr. Beaumont Pease tell me if it is a fact that 
some members of the staff have suffered by cuts in bonus and other 
directions (because the bonus is not the only form of cut) as much as 
£150 per annum? 

Mr. BEAUMONT PEASE: I have not got the figures in my head. 
I cannot tell you. 

A SPEAKER: I would like to ask Mr. Beaumont Pease whether he 
has any knowledge of the Bank Trade Union in Ireland, and if so 
whether he will tell this meeting that it is a fact that it is working in 
perfect harmony and has done so for some 15 years and has produced 
very good results from the staff point of view? 

Mr. BEAUMONT PEASE: My Bank is not affiliated to Ireland, and 
although I have seen references in the Press to the Bank Officers’ 
Guild in Ireland, I am afraid I have no information on the subject 
as to the result of its working. I have nothing to say in contradiction 
to what the last speaker has mentioned; what he said may be perfectly 
true. I cannot say one way or the other. 

Mr. J. E. CALLISTER: I have been looking at a photograph of 
that highly respected gentleman, the Rt. Hon. Mr. Stanley Baldwin, 
and I remember not so very long ago in making a statement he said 
that Trade Unionism was one of the best pieces of the heritage of the 
past century. May I ask Mr. Beaumont Pease if he subscribes to that 
view ? 

Mr. BEAUMONT PEASE: I quite agree in general that Trade Unions 
have done a great deal for the betterment of those they represent, 
but I did endeavour to point out in my remarks that I did not think 
their principles were really properly applicable to the staffs of Banks. 

Mr. CALLISTER: May I ask why Trade Unionism is not applicable 
to the staffs of Banks as in other industries ? 

Mr. BEAUMONT PEASE: I would like to ask my inquirer if he sees 
any difference between the employment of the ordinary Trade Union 
workman and the officer of a Bank? 


International Banking during the 
Past Year 


HE outstanding feature in an international survey 

of banking developments during the last twelve 
months is the striking difference between the 
banking situation in countries with a depreciated currency 
and in countries whose currencies have been maintained 














a 


INTERNATIONAL BANKING 207 


at their old parities. It is impossible to get away from 
the fact that while the banking systems in countries with 
depreciated currencies are characterised by stability, 
those of countries with over-valued currencies give 
evidence of a high degree of vulnerability. It is true 
that banks are not prosperous in any part of the world. 
Indeed, with international trade at a low ebb, with 
internal trade depressed, and especially with interest 
rates at a low record, it would be too much to expect 
banks to have a really prosperous time even in countries 
with depreciated currencies. At the same time, it is 
beyond doubt that banks in the countries of the Sterling 
Area, in the United States and in a number of other 
countries which de jure or de facto depreciated their 
currencies, have benefited by the moderate trade revival 
experienced during the past year. They have succeeded 
in writing down further the frozen debts inherited from 
the crisis, and the appreciation of their security holdings 
brought about by the decline of interest rates has enabled 
them to replenish their hidden reserves to a large extent. 
Generally speaking, banks in these countries were able 
to maintain their dividends and in some cases even to 
increase them. Their deposits showed a rising tendency 
and their sole difficulty was to find remunerative 
employment for their funds. 

On the other hand, in the countries of the gold bloc 
and its satellites, banks on the whole had a lean time. 
As a result of the deflationary policy pursued by their 
Governments, new bad debts have arisen, and in some 
cases it was necessary to reconstruct important banks 
with or without Government participation. Many banks 
were unable to maintain their dividend. Deposits showed 
in general a declining tendency, partly through the wave 
of distrust that characterises countries with an over- 
valued and vulnerable currency and partly through the 
prolonged depression. Owing to the ever-present possi- 
bility of a run of depositors the banks had to maintain 
an abnormally large cash reserve, which further reduced 
their earning capacity. 

In Great Britain the clearing banks further consolidated 
their world-wide reputation for inherent soundness 
through which they weathered the crisis so remarkably 
well. Their figures indicate an increase of business 
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activity, even though the extent to which this manifests 
itself in a stronger demand for commercial credit 
facilities is moderate. Their inner reserves benefited to 
a large extent by the rise in gilt-edged securities, especially 
as their holdings were abnormally large owing to the 
slackness of commercial demand for credit. The low 
level of discount rates, which have further declined since 
last autumn, made it difficult to employ a large part of 
their deposits at a profit, but the banks were none the less 
able to maintain their current earnings. Acceptance 
houses made further progress towards the liquidation of 
frozen German credits, so that the total of outstanding 
standstill bills is believed to be now relatively moderate. 
While in 1931 the position of several banking houses may 
have appeared precarious in consequence of their excessive 
commitments in Central Europe, such danger as may 
have existed is now definitely over. Even if it came to 
collapse in Germany—which at present does not appear 
probable—the extent to which it would be necessary to 
look after banking houses would be relatively moderate. 
During the past twelve months some slight progress was 
made towards the adjustment of the banking community 
to changed requirements. The Anglo-F rench Banking 
Corporation withdrew from general banking business and 
retained only a nucleus of staff, thereby following the 
example of the Anglo-International Bank. Both these 
institutions had lost their raison d’étre in their original 
size owing to the changed conditions in the sphere where 
they operated. It is believ ed that the example will be 
followed by other acceptance houses and discount houses, 
as a result of which the facilities of the London market 
will gradually adjust themselves to reduced requirements. 

There were no spectacular developments in any parts 
of the British Empire. The outstanding events were the 
inauguration of Central Banks in New Zealand, Canada 
and India. Dominion banks in general have further 
increased their London balances, partly owing to favour- 
able trade conditions and partly through the shipment 
of gold to London. 

In Scandinavia the banking situation has become 
thoroughly consolidated, especially in Sweden, whose 
position is discussed on a later page. Finland and 
Estonia shared in the process of banking consolidation. 
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In the United States anticipations of a revival of 
trade on a large scale did not materialise, and the banks 
had to continue to employ a large proportion of their 
resources in Government securities. At the same time, 
the moderate trade revival and the increase in the price 
of raw materials resulted in the thawing of many of their 
frozen credits. The extent of new bank failures was 
insignificant. Notwithstanding the uncertainty of the out- 
look, there was no sign anywhere of a run on the banks. 
The possibility of inflation, in fact, increased confidence in 
banks, since if it were to materialise it would unfreeze 
most of their credits. Many banks proved their position 
by liquidating a large part of their German commitments 
thereby cutting fairly substantial losses. 

In Japan the banks contined to enjoy the benefits 
of prosperous internal trade and export trade. Although 
the exchange did not depreciate any further in terms of 
sterling, its depreciation in terms of gold currencies 
provided an additional stimulus to trade and to banking 
activity. 

In Latin America, too, banking conditions have on 
the whole improved in accordance with the betterment 
of general economic conditions. This holds good especially 
for the Argentine, and to a less extent for Brazil, and to 
some extent even for Chile, which was considered one of 
the darkest spots during the crisis. Among the Central 
American states, Mexico provided an exception owing to 
the radical political attitude of the Government which 
compelled foreign banking interests to withdraw from 
the country. Further reference is made on a later page. 

Among the countries which while legally retaining 
their currencies at the old parities allowed them to 
depreciate for external purposes, Germany experienced 
a relatively favourable banking year. The internal 
trade revival enabled the banks to liquidate a very large 
proportion of their frozen credits and to benefit by the 
increase of business activity. On the other hand, the 
complicated apparatus that had to be set up in connection 
with exchange restrictions increased overhead charges 
and reduced net earnings. The three leading banks were 
as yet unable to resume : dividends. In Austria, where the 
unofficial depreciation of the currency received official 
recognition, the banking situation made further progress 
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towards consolidation. In Rumania and Jugoslavia, 
where the unofficial depreciation of the currencies 
resulted in a relaxation of the tension, the banking 
situation did not change for the worse. If anything, 
some progress was made towards consolidation. 

It is only in countries with an over-valued currency 
that we witnessed a definite deterioration in the banking 
situation. In the first place, inChina, wherethe American 
silver policy resulted in an over-valuation of the exchange 
and caused at the same time a depletion of the currency, 
there was a grave banking crisis. A number of Chinese 
banks had to close down and interest rates rose to fantastic 
levels. The scarcity of currency placed many banks in 
an awkward position and the business crisis that 
accompanied it inflicted losses even on the solvent banks. 

Another country where the over-valuation of the 
currency led to an acute banking crisis was Belgium. 
Although the Government elaborated a banking recon- 
struction scheme by which the banks were reliev ed of their 
frozen assets, this arrangement did not prevent the 
development of a heavy drain on the resources of the 
banks as a result of a flight from the belga. When this 
flight attained its climax in March, 1935, the position of 
Belgian banks was becoming increasingly critical. But 
for the decision to devalue the belga, a crash might have 
taken place. After the devaluation, however, the banking 
situation improved rapidly. Deposits found their way 
back to the banks and the revival of trade was also helpful 
for restoring confidence. The example of Belgium shows 
the degree to which the banking situation depends upon 
the over-valuation or under-valuation of a currency. 

The experience in Belgium repeated itself in Swiss 
banking, though up to the time of writing the extent was 
not comparable with that of the difficulties of Belgian 
banks. There were several minor bank difficulties in 
Switzerland during the past year, and from the beginning 
of 1935 bank shares experienced a heavy slump. The 
main cause of the distrust towards the banks was their 
excessive commitments in Germany, which they failed to 
reduce to the same extent as did banks in other countries. 
The flight from the Swiss franc which began to assume 
spectacular dimensions in April resulted in withdrawals 
of deposits, and fears were entertained in many quarters 
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that the Swiss banking situation might in the course of 
time develop in the same way as the Belgian system did 
prior to the devaluation of the belga. 

The Dutch banking system has so far weathered the 
adverse pressure caused by the over-valuation of the 
guilder remarkably well. It has remained liquid and at 
the cost of heavy sacrifices it has cut down its German 
commitments to reasonable proportions. In France, 
on the other hand, banks suffered by the aggravation 
of the economic crisis to no slight extent. The difficulties 
of industrial and commercial firms, of which the Citroen 
crisis of December, 1934, providesacharacteristic example, 
further increased the bad debts, and adverse trade 
conditions reduced earning possibilities. One important 
bank had to be reconstructed under official auspices. 

In Italy the prolonged depression made it necessary 
for the Government to make additional provisions for 
supporting firms in difficulties. At the same time, the 
Institute of Industrial Reconstruction succeeded in 
unloading some of the assets taken over from the banks. 
It has been decided that the banks shall suspend the 
payment of dividends and that the quotation of their 
shares shall be suspended. 

In Poland adverse conditions caused by the over- 
valuation of the zloty led to the necessity of amalgamating 
the Commercial Bank of Warsaw with the Anglo-Polish 
Bank. The Banca Commerciale Italiana has decided to 
liquidate its commitments in Polish banking and industry. 

Among the satellites of the gold bloc, Spain is 
beginning to feel the adverse affect of an over-valued 
currency. Political troubles and trade depression caused 
a decline in the earnings of banks. In the Free City of 
Danzig the pressure on the currency led to a heavy 
decline of the gold reserve of the Bank of Danzig and a 
devaluation of the gulden had to be decided upon. 

The history of the banking developments of the world 
during the past twelve months goes a long way towards 
proving that from a purely banking point of view it 
would be highly desirable for the countries of the gold 
bloc to devalue their currencies. As the Belgian example 
shows, it is not so much past record as present positions 
and future prospects that matter. The extent to which 
confidence in banks can be restored through the adjust- 


$2 











aes THE BANKER 


ment of an over-valued currency to its economic parities 
isremarkable. Another lesson taught by the past banking 
vear is that an internal drain caused by heavy withdrawals 
of deposits from banks may be more dangerous for the 
stability of a currency than international pressure. It is 
to be hoped that the Governments concerned will learn 
from recent experience and will direct their monetary 


policies accordingly. 





American Banking 
By a Correspondent 


screw. Rates on Stock Exchange call loans, which 

had been artificially pegged at 1 per cent. since 
December 7, 1933, broke in the middle of the month, at 
first to } per cent., then to } per cent., carrying down with 
them to record low levels the entire structure of open 
market money rates. Ninety-day time loans became 
available at } per cent. and loans carrying over the end 
of the year were placed at 3 per cent., while the yield on 
bankers’ bills running as long as four months was cut 
to #; per cent. These further reductions of money rates, 
which had long since been thought to have reached 
‘irreducible minima,’ directed fresh attention to the 
problem of bank earnings. 

The New York Clearing House banks announced the 
elimination of all interest on demand deposits placed 
with them by mutual saving banks and on time deposits 
payable within six months or less from the date of 
deposit. Throughout the country a general movement 
to reduce the already low rates of interest paid on savings 
deposits became apparent. 

When it is recalled that even in the good years the 
banks of the United States as a whole did not make large 
profits and that many of them made little or no profits, 
the possible consequences upon the banking system of 
an era of profitless banking such as appears now to face 
this country may readily be imagined. It is quite 
within the realm of possibility that many banks which 
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came through the recent period of heavy capital losses 
may be compelled to retire from the field rather than see 
the equity of their shareholders slowly leak away in 
operating losses. This condition is aggravated by the 
fact that a large percentage of the banks are operating 
on capital borrowed from the Government and have 
left only a relatively narrow margin of privately 
subscribed capital. 

The latest fall in money rates represented primarily 
the accumulated effects of a long period of huge excess 
reserves, but it was aggravated by a further rise in the 
total of those excess reserves. During the latter half of 
March and the beginning of April the excess reserves of 
member banks of the Federal ReserveSystem fell from close 
to $2,300 millions to about $1,800 millions under the 
influence of income tax payments and deposits with the 
Treasury by national banks of funds for the retirement of 
the national bank note circulation. Before theendof April, 
however, virtually all this loss in reserves had been 
restored as a result of the influx of gold from Europe and 
the disbursement by the Treasury of the funds previously 
paid into it. By the early part of May excess reserves 
had again reached record high levels and it appeared likely 
that before the end of the summer they might advance 
to close on $3,000 millions. Meanwhile, there had been 
no signs of a revival of demand for credit such as might 
absorb an appreciable part of these surplus funds, and 
the Tlreasury, taking advantage of the situation, was 
pursuing an aggressive refunding campaign and rapidly 
driving down the average yield payable on Government 
securities and on municipal bonds and other high grade 
investments which compete with the Government bond 
market. 

The success of this Treasury refunding programme 
has been remarkable. The latest step in it was the calling 
of nearly $2,000 millions of 33 per cent. First Liberty 
bonds for conversion into twenty-year 2{ per cent. bonds 
or five-year 12 per cent. notes. Within less than two 
weeks the Treasury received no less than $1,500 millions 
of the bonds in exchange, and by way of still further 
hastening the operation announced that within a few 
days the conversion terms would be revised to a less 
favourable basis. The $1,250 millions remaining out- 
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standing of the Fourth Liberty Loan 4} per cent. bonds 
have been called for redemption on October 15, $5,000 
millions of that issue having already been converted 
during the past eighteen months. 

The continued piling up of funds in the banks at a 
rate much faster than they can be lent or invested has 
been strikingly illustrated in the most recent reports of 
the member banks of the Federal Reserve in ninety-one 
leading cities. The following table shows the principal 
changes in the deposits and loans and investments of 
these banks on May I, 1935, compared with a month and 
a year ago :— 

(In millions of dollars) 

Increase or decrease 


since 
May tI, Mar.27, May 2, 
1935 1935 1934 
Net demand deposits .. - ha 14,833 +683 + 2,612 
Total loans and investments .. =P 18,689 +226 + 1,227 
Loans on securities .. - a 3,112 + 84 — 465 
Other loans - ia an nt 4,584 + 3+ £25 
U.S. Government direct obligations .. 7324 + 43 + 1,069 
Other securities. . ive ‘ia ‘ 3,669 + 96 + 508 


In the field of general political developments there 
have been signs of a growing cleavage between the 
President and business and banking leaders. The United 
States Chamber of Commerce at its convention early in 
May broke openly with the President by adopting 
resolutions condemning most of his legislative programme, 
including the proposed Banking Act of 1935, and by 
electing officers known to be out of sympathy with the 
New Deal. The action of the Chamber was particularly 
interesting in view of the fact that this body of business 
men condemned the proposed banking legislation much 
more strongly than the bankers themselves had ventured 
to do. There were signs, however, that the bankers’ 
organisation, the American Bankers’ Association, was 
beginning to realise that in attempting a programme of 
“‘ co-operation ”’ with the Administration on the question 
of banking legislation it had achieved nothing. The 
supposed deal with Governor Eccles of the Federal 
keserve Board whereby the bankers in return for their 
conciliatory attitude expected to receive concessions with 
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respect to the fee levied against them for deposit insurance 
and the scope of the Government’s control over the 
Federal Reserve mechanism turned out to be illusory, 
when the House Banking and Currency Committee 
reported out the bill in a form even less favourable to the 
bankers than the original draft. Furthermore, the 
strategy of the bankers had not even enabled them to 
escape the abuse which has accompanied other items of 
banking legislation. Despite the mild stand of the 
American Bankers’ Association, which had approved the 
bill as a whole while recommending merely some restraint 
upon the degree of political control, Administration 
leaders in Congress attacked bankers as unfitted to make 
recommendations upon banking and monetary legislation, 
and within the ranks of the bankers themselves dissensions 
appeared, with A. P. Giannini, the California branch 
banker, accusing New York bankers of attempting by 
opposing the Administration’s bill to retain control over 
the money system in Wall Street instead of permitting it 
to be exercised in Washington. 

In the light of these developments it became evident 
early in May that the bankers had nothing to lose by 
attempting to take a stronger stand against certain 
sections of the proposed Act, and the officers of the 
American Bankers’ Association announced that they 
would carry to Congress a determined fight upon the 
sections of the bill dealing with fees for deposit insurance 
and placing in the hands of the Federal Reserve Board 
complete control over discount rate and open market 
policies of the Federal Reserve banks. There was little 
expectation, however, that this belated open opposition 
would succeed in bringing about any material alterations 
in the bill. The general opinion was that the measure 
would be enacted substantially along the lines desired by 
the Administration. 

The action of the President in April in twice capitu- 
lating to the silver bloc in Congress by raising the official 
price for newly-mined silver first to 71.11 cents an ounce, 
then to 77.57 cents an ounce, and the subsequent protests 
from Mexico and other countries, was a factor in increasing 
the disaffection between the Administration and business 
and financial leaders. The developments in the silver 
situation were so palpably absurd that even some of the 
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silverites themselves began to realise that they had 
overplayed their hand. There is a suspicion that the 
President, having failed to achieve any beneficial results 
from his silver policy, even the result of placating the 
silver bloc in Congress, is beginning to tire of this 
experiment as he did of the Warren commodity-dollar 
gold-price experiment of 1933, and may soon attempt to 
put an end to it. 





French Banking 


By M. Mitzakis 


HROUGHOUT the month of April the French 
money market remained tight. The contraction 
in the volume of resources was not due as in March 
to the Treasury’s short-term borrowing, since the Trea- 
sury did not have to avail itself of the resources of the 
banks. Thanks to the medium-term issue floated in 
March, which yielded over two milliard francs, it was 
easily in a position to cover its requirements. The 
tighter monetary conditions during April were mainly 
due to the outflow of gold from the Bank of France. 
During that month the gold reserve declined from Frs. 
82,635 millions to Frs. 80,933 millions, a reduction of 
Frs. 1,702 millions. Since this diminution of the metallic 
stock was not offset by an expansion of discounts or 
advances, the result was a net contraction of the volume 
of resources. 
The rise in money rates was nevertheless very 
moderate, as is shown by the following table :-— 
End of Endof End of 
Feb., Mar., April, 
1935 1935 1935 
0 o 0 


/O 


Oo 
Banque de France, rediscount rate 24 24 24 
Market rate of discount 2} 2k 24 
Day-to-day money oe ‘s - 1} 14 2 
Loans on Bons de la Défense Nationale :— 
Market rate for 1 month 28 24 2+ 
Market rate for 3 months 24 24 2% 


Rates of loans on securities :— 
On the Parquet .. ; ei a 
On the Coulisse . . se “4 - 4 


ere ao 
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The market rate of discount increased from 2} per cent. 
to 2; percent. Day-to-day money advanced from 14 per 
cent. to 2 per cent. The rates of loans on bons de la 
défense nationale increased from 2) per cent. to 2, per 
cent. for one month and from 2} per cent. to 22 per cent. 
for three months. 

The firmer monetary conditions in France are bound 
to continue so long as the international monetary situa- 
tion remains troubled. The Bank of France’s gold losses 
shown in the following table, which gives the position 
of the Banque de France are the consequence of the 
weakness of the gold currencies. 

End of Endof End of 
Feb.,  Mar., — April, 
1935 1935 1935 








(Millions of francs) 


ASSETS. 
Gold reserve ; na ‘i 82,040 82,635 80,933 
Foreign exchange reserve ‘(total) 4 740 797 844 
Sight es eo - os ex 10 10 
Time ws ae - a ‘i 4,219 4,390 4,501 
Discounts (total) .. a - we 3,998 4,170 4,280 
Bills on France .. ‘x a 221 220 221 
Bills on Foreign countries a Ae 1,194 1,185 1,175 
Advances on bullion as ll - 3,080 3,119 3,094 
Advances on securities .. ca aa — 20 IO 
Bonds on the Caisse Autonome .. be 5,833 5,833 5,805 
LIABILITIES. 
Note circulation .. és 81,917 83,044 82,352 
Current and deposit ac counts (total) ie 19,940 19,880 18,848 
Of which— 
Treasury . . ; ‘a “3 “ 705 538 649 
Caisse Autonome ae Ks ‘a 2,914 3,129 3,053 
Private accounts va Ar a 16,155 15,976 14,922 
Sundry .. - wi a 173 237 223 
Total of sight liabilities .. a ee 101,863 102,924 IOI,200 
Percentage of gold cover .. za ..  80°54% 80-29% 79°97% 


During most of April substantial consignments of gold 
left France for the United States, Great Britain and 
Belgium. As far as the latter is concerned, the outflow 
of gold from France was the result of the repatriation of 
Belgian capital which took refuge in Paris during the 
belga crisis. The movement of French gold to New York 
and London coincided with the movement of Dutch, 
Swiss and French capital towards those centres. It is 
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true that the Netherlands Bank and the Swiss National 
Bank sent large amounts of gold to Paris. In fact, the 
Swiss National Bank sent gold only to Paris, since it 
defended its currency exclusively through the sale of 
French francs. The total of these gold receipts, however, 
was insufficient to cover the losses caused by the transfer 
of gold from Paris to New York, London and Brussels. 

The gold sent to New York and Brussels was acquired 
by the Central Banks of the two countries. This is not 
the case with the gold sent to London. A substantial 
part served as an addition to hoarded gold on foreign 
account. It appears, however, that the Exchange 
Equalisation Account also acquired some gold. 

As we said before, the gold reserve of the Bank of 
France declined by Frs. 1,702 millions during April. This 
decline did not in the least affect the position of the 
central institution, which remains very strong. 

The reserve ratio declined only very slightly from 
80-29 per cent. to 79-97 per cent. Apart from the Swiss 
National Bank, no Central Bank. amongst those of the 
countries on the gold standard possesses such a high 
reserve ratio. It is necessary to emphasise that the Bank 
of France has followed faithfully the rules of the gold 
standard. The decline of its gold reserve by Frs. 1,702 
millions was accompanied by a contraction of its sight 
liabilities by Frs. 1,724 millions. This decline affected 
mainly current accounts and deposits, the amount of 
which fell from Frs. 19,880 millions to Frs. 18,848 millions, 
a decline of over a milliard. Since this item represents 
the funds which supply the resources of the money 
market, it is not surprising that short-term interest rates 
were inclined to rise in Paris. Discounts slightly increased 
from Frs. 4,390 millions at the end of March to Frs. 4,501 
millions at the end of April. On the other hand, advances 
on bullion declined from Frs. 1,185 millions to Frs. 1,175 
millions, while advances on securities declined from 
Frs. 3,119 millions to Frs. 3,094 millions. Advances up 
to 30 days on Treasury bills declined from Frs. 20 millions 
to Frs. 10 millions. 

The future tendency of the money market depends 
upon the trend of gold movements. Should the attack 
on the guilder and the Swiss franc continue, it is highly 
probable that the French franc will remain also under 
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pressure, and that consequently the gold reserve of the 
Bank of France will decline further. In that case, the 
volume of resources of the French money market will 
further contract and short-term money rates will rise. 
It is difficult to make any forecasts in this matter. It 
seems, nevertheless, that the bear speculation against 
gold currencies has lost much of its strength. At the end 
of April the guilder and the Swiss franc showed signs of 
firmness. The guilder in particular registered a slight 
recovery which was the consequence of the firm attitude 
taken up by the Netherlands Bank. That institution did 
not hesitate to raise substantially its Bank rate and to 
tighten up money in order to embarrass those short of 
guilders. 

The situation of the Swiss franc was less favourable 
than that of the guilder. In the first place, in spite of the 
heavy losses of gold the Swiss National Bank did not at 
once raise its re-discount rate which at 2 per cent. was 
much too low. In the second place, the referendum of 
June 2 is causing much uncertainty as to the prospects 
of the Swiss currency. The doubtful result of the referen- 
dum, if it does not actually encourage speculation, at any 
rate induces speculators not to cover their positions. In 
French financial circles, the view is held in general that 
both Switzerland and Holland will be able to maintain 
their currencies at their existing parities. Should this 
be the case, the liquidation of speculative positions would 
result in a firmer trend of both currencies and an influx 
of gold into Switzerland and Holland. Given the fact 
that most of the capital that left Switzerland and Holland 
found its way to London, the reversal of the trend would 
cause sterling to weaken and the Exchange Equalisation 
Fund would probably sell gold. 

Although the French franc was not subject in April to 
attacks to the same extent as the guilder and the Swiss 
franc, it would also recover. The Bank of France would 
recover some of its lost gold which would improve 
conditions in the French money market. 

Should speculation continue in the Dutch and Swiss 
currencies, the Bank of France would certainly continue 
to lose gold, since it is probable that the French franc 
would also be under pressure. Nevertheless, sooner or 
later the situation will have to become reversed. The 











220 THE BANKER 






French monetary authorities are determined to maintain 
the gold standard, and will not fail to take all measures 
necessary for counteracting speculation. Thus, after a 
tension of money rates which may become considerable, 
we ought to witness the return of easier conditions. 


German Banking 
By a Correspondent 


HE Dresdner Bank was the last to publish its 
accounts for 1934. Asa result of special earnings 
its gross profits declined only slightly from Rm. 
87-38 to Rm. 87-07 millions. Since overhead charges 
further declined, the net profit increased from Rm. 11°56 
to Rm. 14:13 millions. Nevertheless, the bank has once 
more passed its dividend and has applied Rm. 12°5 
millions to bad and doubtful debts, against Rm. Io 
millions in 1933. The balance sheet shows an excep- 
tional progress towards the improvement of the position 
of this bank, which through its amalgamation with the 
former Darmstadter und Nationalbank had to carry the 
heaviest burden of all banks during the crisis. The 
progress manifests itself especially in regard to the 
composition of creditors. Their total amounted to Rm. 
2,038 millions at the end of 1934, or a decline of Rm. 37 
millions for the year compared with a decline of Rm. 330 
millions during 1933. The decline was _ particularly 
pronounced last year as far as foreign credits were con- 
cerned, for these amounted to about Rm. 275 millions 
at the end of last year against Rm. 400 millions at the 
end of 1933 and Rm. 660 millions at the end of 1932. 
At the time of the amalgamation with the Darmstadter 
Bank, the amount outstanding was over Rm. 750 millions. 
There was a further decline in the amount guaranteed by 
the Government in favour of the foreign creditors of the 
former Darmstadter Bank. This item is now about Rm. 
110 millions against Rm. 200 millions at the end of 1933 
and the original figure of Rm. 450 millions. 
Deposits by German banks declined from Rm. 681 
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millions to Rm. 545 millions. This decline is due 
exclusively to the further repayment of the emergency 
credit obtained from the Akzept Bank, which during the 
past year was completely liquidated. At one time this 
item was as high as Rm. 500 millions. The amount of 
German private deposits increased from Rm. 1,100 to 
Rm. 1,220 millions. Part of this increase is due to 
larger savings deposits. On the assets side there is a 
decline of loans and advances on commodities and an 
increase of discounts and securities. The liquidity of 
the bank has improved further. 

An examination of the development of the five big 
Berlin banks shows a very substantial improvement 
during the past year. The total decline in the amount of 
creditors was Rm. 233 millions against Rm. 820 millions 
in 1933. Foreign creditors declined by Rm. 290 millions 
against Rm. 620 millions in 1933, while deposits by other 
German banks declined by Rm. 248 millions. On the 
other hand, private inland deposits increased by over 
Rm. 330 millions, so that the figure for the end of 1932 
has now been surpassed. On the assets side the decline 
in loans and advances on commodities continued to the 
extent of nearly Rm. 500 millions, against Rm. 700 
millions in 1933. This is partly the result of the repay- 
ments to foreign creditors, but apart from that, repay- 
ments continued to exceed new credits. This is the 
result of the method of financing of unemployment relief 
schemes. The German banks have ample funds available, 
but the extent of unfreezing of old credits exceeds the 
demand for new credit. 

There was, on the other hand, an increase in discounts 
and securities. Although the leading Berlin banks 
reduced their holdings of Treasury bills owing to an 
increased demand for them, at the same time they 
increased their holdings of other bills, so that, as in the 
case of the Reichsbank, their proportion of unemployment 
relief bills has increased. As in the case of the British 
banks since 1931, the banks’ holding of securities has 
increased. In the case of the Dresdner Bank there was 
an apparent decline in 1934, but this was due to the 
payment by the Government for the Rm. 100 millions 
of Treasury bills transferred to the bank on the occasion 
of its reconstruction. One of the reasons for the increase 
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in the security holdings of the banks was the conversion 
of their claims against municipalities into long-term 
loans. The amount involved for the five Berlin banks 
was Rm. 150 millions. According to the provisions of 
the new banking legislation, part of the liquid resources 
has to be invested in securities eligible to serve as colla- 
terals for loans by the Reichsbank. The increased 
liquidity of the German banks is also indicated by the 
decline in the amount of guarantees, which was lower at 
the end of 1934 by almost Rm. 1,000 millions than three 
years earlier. The decline continued during the current 
year. 

FivE Bic BERLIN BANKS. 


1931 1932 1933 1934 














(in millions of reichmarks) 


Total creditors .. i .- 7,819 7,326 6,506 6,273 
Foreign creditors .. - .. 2,086 1,803 1,182 894 
German Banks .. wi : 975 1,283 1,288 1,040 
Other German Private accounts | ‘i 4,758 4,239 4,036 4,339 
Loans and advances on commodi- 

ties es ti 7 6,060 5,345 4,648 4,153 
Treasury bills ee is - 311 498 547 495 
Discounts .. Pr ss is 1,207 1,222 1,200 1,509 
Securities .. a oa i 175 212 336 392 
Participations - ei + 166 169 172 178 
Balance sheet total ba ait 9.605 8,803 7,909 7,687 
Guarantees. . wi - “a 1,637 844 914 671 


The monthly returns of the German banks for March 
show that the favourable development has continued. 
During March outside resources of the five Berlin banks 
increased by Rm. 21 millions. There was but little 
change in the amount of foreign credits. On the assets 
side loans further declined, while liquid resources, 
discounts and securities further increased. The special 
institutions engaged in financing unemployment relief 
schemes showed no material change during March. 
The April returns of the Reichsbank were affected 
considerably by holiday influences, since Easter was 
nearly a month later this year than in 1934. During 
the first three weeks of April investments only declined 
by Rm. 262 millions against Rm. 509 millions in 1934. 
At the end of April the figures of investments were only 
Rm. 363 millions against Rm. 462 millions a year ago. 
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During the first week of May, there was a decline of 
Rm. 205 millions against Rm. 140 millions during the 
corresponding week in 1934. The decline in securities 
eligible for inclusion in the note cover has also continued. 
This item fell from Rm. 410-6 millions to Rm. 357°5 
millions. This was due to the sale of taxation scrips 
which were bought by taxpayers for the purpose of 
settling their inland revenue liabilities. On May 7, the 
note circulation was Rm. 150 millions above the corre- 
sponding figure for 1934, and Rm. 212 millions above the 
corresponding figure for 1933. 

The trade revival is reflected in the increased activity 
of the money market and capital market to a larger 
extent than in the bank returns. The conversion of 
loans by public corporations and mortgage bonds was 
successful, as is indicated by the upward trend of their 
quotations. It was thus possible to relax to some extent 
the embargo on new issues. The Ministry of National 
Economy authorised the mortgage banks to issue Rm. 
120 millions of 44 per cent. mortgage bonds. They are 
quoted at present at about 95 to 96 per cent. Apart 
from this, however, the capital market remains reserved 
towards the requirements of the authorities. The Govern- 
ment is negotiating a new loan, but it will not be issued 
for public subscription. While the former issue of Rm. 
500 millions were taken over by the savings banks in 
January at the price of 98} per cent., this time the loan 
will be taken over by insurance companies. The amount 
and terms of this loan have not yet been fixed, but it is 
expected that the terms will be more favourable to the 
borrower than those of the last loan. In the money 
market more liquid conditions have become noticeable 
during the last few weeks. The supply of short-term 
credits is well in excess of requirements. Asa result, the 
market rate of discount was reduced within a week on 
three occasions, each time by 4 per cent., so that at 
present it stands at 3 per cent. This is I per cent. under 
the official re-discount rate, a state of affairs which is 
unusual for Germany. Treasury bill rates have also 
declined. As a result the cost of financing public works 
has fallen and it has become easier to consolidate floating 


liabilities. 
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Swedish Banking in 1934 


By a Correspondent 


For Swedish commercial banking the year 1934 has 
been satisfactory, as the abundance of ready money in 
the country has given the banks an opportunity to 
strengthen the intrinsic value of their industrial holdings 
through new issues, conversions and other operations. 
Even net profits have shown a noticeable increase, owing 
to the general recovery in international trade as well as 
to the rise of production in the home industry. 

At the present time the Swedish banking system 
numbers 28 commercial banks. Yet in order to gather 
a general impression of Swedish banking in 1934, it will 
suffice to examine the activity of the “ big four ’’, which 
to a certain extent reflects the banking situation in the 
country. 

Sweden’s largest commercial bank is the Svenska 
Handelsbanken, which on December 31, 1934, held 
assets amounting to kr. 1,276 millions. Of all Swedish 
banks the Svenska Handelsbanken has probably most 
benefited by the general economic recovery, not only in 
respect of earnings, which have increased from kr. 6-6 
millions to kr. 8-5 millions, but also and mostly with 

regard to holdings in industrial concerns. Some of these 
haw been disposed of under advantageous conditions 
and others have been strengthened, thus creating con- 
siderable hidden assets. The bank’s biggest operation of 
this kind was the sale of the Swedish Pulp Company 
to the Hernod-Wenner-Gren consortium. 

The next place as to volume of assets is held by the 
Skandinaviska Kredit Aktiebolaget, whose assets on 
December 31, 1934, amounted to kr. 1,136 millions. 
This bank ‘suffered heavy losses in 1932 in connection 
with the collapse of the Kreuger concern, of which the 
bank was the main fiscal agent, and it was only owing to 
the help of the Government and of a Swedish banking 
group that the situation could be rectified. During the 
year 1934 the directors of the bank have successfully 
carried out the liquidation of outstanding claims; they 
have paid off kr. 95 millions of the loans made to the 
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bank after the Kreuger collapse; they have settled all 
disputes with the Kreuger & Toll and with the Ivar 
Kreuger bankrupt estates. At the present moment they 
are negotiating in New York regarding a final settlement 
with the Swedish Match Co. and the International Match 
Corporation. Out of all the loans granted to the 
Skandinaviska Kredit Aktiebolaget after the Kreuger 
failure there remains now only a loan of kr. 100 millions 

made by the Swedish Treasury, and it is certain that in 
the current year the bank will realise a final liquidation 
of all remainders from the 1932 crisis. After writings-off 
on debts and holdings the bank’s net earnings in 1934 
amount to kr. 6-9 millions as against kr. 6-4 millions for 
the year 1933. 

While the results of other Swedish commercial banks 
have been strongly influenced by the general economic 
situation, the Stockholms Enskilda Bank, the stronghold 
of Swedish finance, carries on business in good as well as 
bad times with practically the same satisfactory results, 
paying, in spite of the world crisis, the Kreuger failure 
and other upsetting events, its 15 per cent. dividend 
witha striking regularity. The bank’s assets on December 
31, 1934, amounted to kr. 543 millions. Net profits 
showed a decrease from kr. 8-5 millions in 1933 to 
kr. 7°5 millions in 1934, the decrease being due to a 
large extent to the recent transformation of the bank into 
a limited company, which required a redemption of its 
commandit shares. During the year 1934 the Stockholms 
Enskilda has taken part in the flotation of 6 foreign 
State and municipal loans. 

The Aktiebolaget G6teborgs Bank undertook in 1934 
a thorough reconstruction, in order to write off losses 
incurred during the last ten years in connection with 
some of its holdings in industrial and real estate concerns. 
These losses, which amounted roughly to about kr. 27 
millions, were balancedby kr. 2,200,000 net earnings for the 
year 1934 and kr. 21,875,000 obtained through the issue 
of 175,000 preferred shares. After this thorough recon- 
struction the Gdéteborgs Bank has re-established its 
position as one of the leading commercial banks of the 
country. 

Regarding the remaining 24 commercial banks in 
Sweden it should be stated that they have profited by 
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the general recovery in 1934 to consolidate their situation 
and that there appears lately to be a tendency for con- 
centration among medium-sized and minor banks. 

To complete the picture of Swedish banking it should 
be added that the activity of Swedish commercial banks 
is controlled by a special governmental body, the Royal 
Banking Inspection, whose supervisory activity is an 
additional element in favour of the security of the 
public’s deposits. It can be mentioned in this connection 
that with the exception of a minor bank failure in 1918, 
when 21 per cent. of deposits were lost, there have been 
no cases of losses on deposits in Swedish commercial 


banks during the present century. 


Latin America 


By a Correspondent 


financial laws, providing for the formation of the 

Central Bank and inter-related projects, was signed 
by the President of the Republic on March 28 last. 
On April 3 the Government appointed the Organising 
Committee to take charge of the preparatory work under 
the Chairmanship of Dr. Pinedo, the Minister of Finance, 
to whose energy and initiative the reforms are mainly 
due. The Organising Committee is concentrating first of 
all upon the establishment of the Central Bank, and has 
taken active steps in this direction, the Board of the new 
Institution having already been constituted. The 
personnel of the Board has created a very good 
impression, particularly as indicating that there will be 
freedom from political influences, and it is considered 
that the Bank should prove a beneficial factor in 
Argentina’s economy. It is believed that a call for the 
subscription of the capital will be made very shortly. 
Meanwhile, interest will be centred upon the appointment 
of a majority of the directors of the Mobilising Institute 
which will be one of the first acts incumbent upon the 
Board of the new Central Bank. As the Mobilising 


Sh Decree promulgating the new Argentine 
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Institute will be charged with the care of frozen bank 
assets, it is clear that great importance attaches to the 
personnel and functioning of the Institute. The banking 
situation as a whole remains liquid, and there is reason to 
anticipate that due restraint will be exercised in the 
eventual liquidation of such outstanding frozen positions 
as exist. 

The Law of Organisation included in the financial 
reform laws provided for the imposition of a surcharge 
on the official or “‘ average tender” rate of exchange of 
anything up to 20 per cent. on imports effected into 
Argentina without exchange permits. This surcharge 
has now been made effective for its full amount, a Decree 
issued on April 13 last providing for the levying of the 
surcharge on all imports of merchandise not covered by 
prior exchange permit cleared through the customs as 
from April 23. Merchandise brought into the Argentine 
without a prior exchange permit has to be paid for by 
“free ’’ exchange, the level of which has recently been 
about 13 per cent. dearer than the official “‘ average 
tender ’’ selling rate, so that the balance payable by the 
surcharge would at present be about 7 per cent., whilst 
the future percentage surcharge will vary in accordance 
with the margin of the daily rates in the two markets. 
Under the fresh regulations and based upon current 
exchange rates, importers of goods received without a 
a priority permit will therefore—before they can obtain 
customs clearance—be obliged to buy from an authorised 
bank at the “ free’’ market rate of exchange about 
7 per cent. of the c.i.f. value in foreign currency. It is 
generally accepted that the object of the surcharge is to 
discourage importation without prior permit as well as to 
give the Argentine authorities stricter control over the 
flow of imports; furthermore, the revenues received 
through the application of the surcharge will go to swell 
the Fund of Foreign Currencies, which, again under the 
Law of Organisation, is ultimately to be transferred to 
the new Central Bank. As the Central Bank will also 
take over, inter alia, the Foreign Exchange Equalisation 
Fund and profits accumulated during the operation of the 
exchange control since the change in the regulations at 
end—1933, as well as the gold reserves accumulated at the 
Caja de Conversion, it is clear that there will be no lack of 
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funds to ensure the initial functioning of the new Central 
Bank. 

As a result of the imposition of the 20 per cent. 
surcharge, imports received without a permit—probably 
mostly from countries not having a Trade and Payments 
Agreement with Argentina, or whose balance of trade is 
manifestly against the Republic—-will have to be re- 
imbursed at a cost of 20 per cent. above that of imports 
paid for at the official rate under prior exchange permits, 
notwithstanding that the actual margin between the 
official and “free’’ rates may, in fact, be less than 
20 per cent. In other words, the cost of goods imported 
without an exchange permit, will, by the operation of the 
surcharge, be maintained at least 20 per cent. dearer 
than that of goods imported with an exchange permit, 
the obvious result of which should be to restrict the 
importation of goods of the first-mentioned category. It 
may be recalled also that the Law of Organisation 
provides for the formation of a Currency Committee, 
whose functions will be to propose to the Treasury the 
procedure to be adopted by the Exchange Control 
Board for the granting of prior exchange permits, but for 
the time being it would appear to be the intention to 
maintain the two distinct exchange markets. 

The new order of things in relation to imports will 
doubtless be reflected in future Argentine foreign trade 
returns. Meanwhile, those relating to the first three 
months of 1935 continue to show expansion in the value 
of exports accompanied by an even more pronounced 
increase in imports. In fact, there occurred in March last 
a marked growth in imports from the United States and 
Japan doubtless in anticipation of the early imposition 
of the new surcharge. Imports from Great Britain, 
although showing a satisfactory increase in the total 
value, suffered a proportionate decline in relation to the 
total Argentine import trade for the first three months 
of 1935, but this position should be rectified by the 
operation of the surcharge on imports received in future 
from competitive countries. Up to the present, the 
expansion in imports has been mainly in textiles, fuels and 
lubricants, and in machinery and heavy goods. The 
growth of exports has been almost whollyattributable to 
the greater volume of and higher prices secured for grain 
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exports. Steady recovery in Argentina should continue 
during the year. 

It is now some time since the Chilean Financial 
Missions arrived in New York and London, and, as _ yet, 
there appears to have been no definite outcome of their 
negotiations. It is believed that, as regards the Chilean 
foreign debt, the best offer that could be made in present 
circumstances would be interest payments on the basis of 
1 per cent. per annum, and that in any case the time is 
not yet opportune for a permanent arrangement to be 
reached in agreement with the bondholders. On the 
other hand, the expression of the willingness of Chile to 
meet so far as practicable the claims of the bondholders 
may be regarded as a welcome gesture of Chile’s good 
intentions. The position is probably that an offer of any- 
thing better than the above-mentioned basis could hardly 
be sustained except by means of an increase in internal 
taxation in Chile, which would have a boomerang effect 
by checking the distinct improvement in the internal 
situation in the Republic which has taken place during the 
last year or eighteen months. 

In regard to the banking situation in Chile, the 
currency advances of the commercial banks increased in 
the month of February last by some 70 million pesos. The 
credit operations of these banks showed a balance of 
1,485 million pesos at the close of that month. If to 
this amount be added the amount of foreign currency 
operations, calculated on the basis of 6d. per peso, the 
aggregate advances were 1,534 million pesos. Credit 
operations 7” toto augmented over the past two years by 
about 500 million pesos. Deposits of the commercial 
banks, including those in foreign currency, showed little 
alteration during February at 1,371 million pesos. Up to 
the first quarter of last year, the movement in bank 
advances and deposits was remarkably similar, every 
increase in advances being followed by a corresponding 
expansion in deposits; the money loaned by the banks 
returned shortly to form new deposits, so that these 
operations were maintained at approximately the same 
level. The increase in deposits since a year ago, however, 
has diminished considerably, and the divergence in the 
movement between deposits and advances has increased 
month by month. This phenomenon is attributable 
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largely to the greater needs for currency in the market, 
which are also reflected in the statistics of the circulating 
medium by an increase of more or less 100 million pesos 
in the funds in the hands of the public. 

On February 13 last, a Law was_ promulgated 
authorising the Banco Central de Chile to purchase and 
sell exchange arising from the sale of merchandise to 
those countries having Compensation Treaties or Agree- 
ments with Chile, and which therefore may not be freely 
disposed of in the place of payment. A somewhat com- 
plicated situation had arisen in the quotations of 
exchange of the countries whose treaties with Chile 
establish a system of strictly bilateral interchange of 
merchandise. The object of the new Law is to facilitate 
for the exporters the sale of their exchange, which the 
Banco Central can acquire at a price agreed upon, thus 
avoiding in certain cases an excessive offer of exchange on 
the market and the inevitable repercussion in rates. The 
authorisation granted by the Law is not extended to 
sterling or United States dollars nor to the currencies of 
other countries whose commerce with Chile is not subject 
to Compensation Agreements. 

The Brazilian Financial Mission to London, which 
apparently confined itself almost exclusively to the 
question of frozen commercial remittances in the Republic, 
met with a certain measure of success, an Anglo- 
Brazilian Payments Agreement having been signed on 
March 27 last. This Agreement provides, inter alia, for 
liquidation of frozen commercial debts in respect of 
British goods imported into Brazil prior to February 12, 
1935, by means of a 4 per cent. Sterling Stock issue 
—terms of which are not yet known—endeavours also 
being made to provide {1,000,000 in cash to cover 
small amounts. At the same time, the discrimination 
previously attempted against countries not purchasing 
Brazilian coffee has been removed, and exchange 
to pay for all goods cleared through the customs 
later than February II, 1935, has to be obtained in 
the “ free’? market. Goods cleared through the cus- 
toms from September II, 1934, to February I1, 1935, 
inclusive, are entitled to 60 per cent. of foreign exchange 
at the “ official ’’ rate, the remaining 40 per cent. to be 
purchased in the “ free ’’ exchange market; all goods 
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cleared prior to September I1, 1934, are entitled to 
the full 100 per cent. of official exchange. In regard to 
obtaining such official exchange—excluding exchange 
already contracted for with the Banco do Brasil—to pay 
for the whole or part of the value of goods cleared up to 
and including February 11 last, special arrangements 
are in hand for the reimbursement thereof, including 
the Anglo-Brazilian Payments Agreement already men- 
tioned. It is characteristic of the present exchange 
situation in Brazil, however, that the exchange regula- 
tions, being affected by decisions of the Federal Council for 
Foreign Trade, continue to be subject to sudden changes, 
and instead of following a long-term policy the Council 
apparently deals with current difficulties ast hey arise 
from time to time. Meanwhile, however, although 
there has been no announcement of the policy of the 
Brazilian Government in relation to the major problems 
facing the coffee industry, the decline in prices of coffee 
appears recently to have been checked, although 
conditions will eventually depend upon the programme 
to be adopted in respect to the new crop and the surplus 
of coffee which is once again apparently inevitable this 
season despite wholesale destruction. 

The Mexican situation has been sharply affected by 
the speculative position in the world markets for silver 
and the further rapid advance which has taken place in 
prices of the metal. The intrinsic value of silver coins 
circulating in Mexico has actually become greater than 
the face value, with the consequence that they have had 
to be called in. Steps have been taken to prevent the 
export of silver, and the country is now nominally on a 
paper peso basis backed by the silver reserves of the 
Banco de Mexico. The position of foreign banks is 
hardly affected as they have largely withdrawn from the 
country owing to the discouraging nature of recent 
legislation and the trend of political policy. 

Colombia and the Central American countries generally 
are still faced with difficulties owing to the world coffee 
situation. Some benefit, however, continues to be 
derived both by Colombia and Peru from the settlement 
of the frontier dispute and the re-establishment of 
friendly relations between the two Republics. Peruvian 
foreign trade, in particular, is maintained, and there is 
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every evidence that the country will be able to obviate 
the imposition of foreign exchange control. 


Books 


ENQUIRY INTO CLEARING AGREEMENTS. LEAGUE OF 
NATIONS, Geneva, 1935. (London: Allen & Un- 
win. Price 4s. net.) 


THE report of the joint committee for the study of 
clearing agreements set up by the League of Nations 
last year contains some interesting material collected 
from the Governments of a number of countries with 
practical experience of exchange clearing. The text of 
the report itself is, however, most disappointing. It is 
evident that the committee is strongly prejudiced against 
clearing and is only concerned with making out as strong 
a case as possible against it. There is not the least 
attempt in the report to suggest ways by which the 
system could be improved. Even if the committee 
considers clearing undesirable, since it is in operation in a 
number of countries and is likely to remain in operation 
for some time, the experts who were called upon by the 
League to examine clearing had an opportunity to render 
useful service by elaborating a series of suggestions as to 
how to make the best of the system while it exists. 
Instead, the report is only concerned with the suggestion 
of how to abolish clearing. It makes the interesting and 
original suggestion that exchange control should be 
abolished ; and that creditor countries should be prepared 
to accept goods from their debtors. It disposes of the 
problem of triangular and multilateral clearing in exactly 
six lines. The chief points of criticism against clearing 
are that it victimises countries which have no such 
agreements, and that it is not helpful in bolstering up 
currencies at overvalued levels. The answer is that if 
countries which keep aloof from the clearing system feel 
that they are at a disadvantage, the remedy lies in their 
own hands, and that countries with overvalued currencies 
should devalue instead of trying to bolster up their 
currencies with the aid of exchange clearing. 
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TEN YEARS OF CURRENCY REVOLUTION: 1922-1932. 
By Str CHARLES MoRGAN-WEBB. (London, 1935 : 
George Allen & Unwin. Price 7s. 6d. net.) 


THE author’s thesis is that with the Ottawa Declara- 
tion the British Government adopted the industrial 
conception of currency by which currency is to be the 
handmaid of trade and not its tyrant and by which 
purchasing power is to be stabilised independently of gold. 
He appears to read into the Ottawa Declaration and the 
declaration issued at the close of the Economic Conference 
in 1933 rather more than there is in them. The British 
Government has declared on every possible occasion that 
the present policy is essentially temporary and that the 
final object is a return to the gold standard. The book 
contains an interesting if somewhat sketchy and un- 
systematic account of recent monetary developments. 
One of its shortcomings is that the author does not 
adequately allow for the possible devaluation of the 
remaining gold currencies. 


GOLD AND PrRIcES. By GEORGE F. WARREN and 
FRANK A. PEARSON. New York, 1935. (London: 
Chapman & Hall. Price 25s. net.) 


THE two American professors who influenced to a 
large degree President Roosevelt’s gold policy have pro- 
duced a substantial volume in support of their contention 
that the price level can be manipulated with the aid of 
changing the gold contents of the monetary unit. They 
have compiled a most intimidating array of statistics 
and graphs in support of their contention, but on the 
whole the book is readable. It can be recommended to 
those who are prepared to spend a little time on studying 
the problem, whether or not they are in sympathy with 
the fundamental policy of the authors. 


LABOUR’S WAY TO CONTROL BANKING AND FINANCE. 
By Joun WiLmot. (London, 1935: Methuen & 
Co. Price 2s. 6d. net.) 


Ix this small volume, Mr. Wilmot repeats the familiar 
arguments in favour of the nationalisation of the Bank of 
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England and of the Joint Stock Banks. He argues that 
under the existing system the overhead charges of the 
Joint Stock Banks are much too heavy and represent an 
additional charge of about 2 per cent. on all loans. 
Faithful to his duty as a Socialist Member of Parliament, 
he attributes this to the excessive number of directors, 
though in reality the directors’ fees represent an insig- 
nificant fraction per cent. in the interest rates charged 
on loans. He also mentions the existence of a large 
number of overlapping branches, but glosses over the 
question of what would happen to the staffs of the 
branches which would become superfluous through the 
amalgamation of the clearing banks. His colleagues 
propose, though they do not say so in so many words, that 
a large section of the staff of the amalgamated bank 
should be kept in partial or complete sinecures for the 
rest of their lives. The question is whether their salaries 
will be paid by the borrowers, in which case there is little 
hope of materially reducing interest rates, or whether 
they will be paid by the taxpayers. 


GLASGOW’S GUIDE TO INVESTMENT TRUST COMPANIES, 
1935. By GrorGE GLAscow. (London, 1935: 
Eyre & Spottiswoode (Publishers), Ltd. Price 
35s. net.) 

Tu1s comprehensive book is an indispensable work for 
reference, bringing up to date the two former volumes 
‘The English Investment Trust Companies,’’ published 
in 1930, and “ The Scottish Investment Trust Com- 
panies,’ published in 1932. Fifty additional companies 
are incorporated, bringing the total analysed up to two 
hundred. Besides the statistical records of individual 
companies there are chapters devoted to the principles 
and practice of Investment Trust Company finance and 
comparative experience of the companies during the 
Baring Crisis, the Great War, and the Great Depression. 
Other chapters deal with Investment Trust Company 
accountancy, the spreading of risks, the “‘ Gearing ”’ of 
capital structure, ‘ Rights ’’ and bonus benefits, and the 
question of publishing or not publishing lists of invest- 
ments. 
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MANy Parts. By T. C. NEwMmaAn. (London, 1935: 
Hutchinson & Co. Price 5s. net.) 


In his reminiscences “‘ Many Parts,’’ Mr. T. C. Newman 
refers to banking as being “at its best a dull subject.” 
Yet assuredly, in his fifty years, 1882 to 1933, in the 
service of Williams Deacon’s Bank he did not find life dull, 
and from his store of memories he has written a particularly 
readable review of the business and social life of London 
over the last half century. Beginning as a junior clerk 
in the old Private Bank in Birchin Lane, he retired as 
manager of the West End Office of Williams Deacon’s 

Bank in Pall Mall, and in the intervening years met many 
interesting people—of some of whom he has good stories 
to tell. 

As interested in art as in banking, it was he who was 
responsible for the collection of etchings by living artists 
that decorates the walls of the Bank in Pall Mall. 


PUBLICATIONS RECEIVED. 
RAILWAY NATIONALISATION IN CANADA. By LESLIE T. 


FourRNIER. Toronto, 1935. (London: Macmillan 
& Co. Price 15s. net.) 

TRUSTEE SAVINGS BANKS YEAR Book, 1935. (Glasgow,. 
1935 : Robert Maclehose & Co.) 

THEORIE DER WIRTSCHAFTLICHEN ENTWICKLUNG. By 


JOSEPH SCHUMPETER. Fourth Edition. (Munich 
& Leipzig, 1935. Price 15 reichsmarks net.) 
















JUST PUBLISHED 


WORLD FINANCE SINCE 1914 


By Paul Einzig 





An account of the twenty-one most eventful years in the history of 
banking, currency, public finance, etc. 


Price 12s. 6d. net 
KEGAN PAUL 











236 THE BANKER 





Some Westminster Banks 
By Professor C. H. Reilly 


ITH us as a nation works of art in themselves 
\X/ are not sufficiently interesting. Something must 

be added, some problem on morals, if possible, 
to make them really thrilling. The Royal Academy, 
whose annual spring exhibition is now on view under- 
stands this need very well. If there is no outstanding 
problem picture to cause sufficient excitement they 
stage a problem with regard to some artist, even as 
this year with regard to one of their own members. 
Sometimes works of architecture have this additional 
interest. It happens that two of the branch banks, 
submitted this month, present a quite interesting psycho- 
logical problem. Let us begin with them. Here they 
are, the Neston branch and the Birkenhead are both by 
Mr. A. E. Shennan the well-known Liverpool architect 
and City Councillor—the whip of the dominant party— 
who has built so many of that city’s super-cinemas. 

The problem is how in a short space of time the same 
mind can work in two such opposite ways as these two 
branches show. The Neston branch, as will be seen, is 
a delightful little building the essence of which is the 
feeling it shows for a fine stretch of good brickwork. 
Nothing could be better of its kind than the way the 
face of the brickwork is carried up from the broad piers 
between the windows without any sort of cornice or 
band to disturb it until it reaches the final coping, leaving 
above the windows an expanse of plain brickwork almost 
as tall as the windows themselves and stretching to full 
width of the frontage. This field is then relieved, but not 
broken, by the insertion of a small coloured coat of 
arms and by the addition of the letters of the bank’s 
name. Above this is a plain slate roof in diminishing 
courses. I think every one who studies the illustration 
will agree that this is one of the most charming, if not 
quite the most charming, small bank designs we have 
recently published, and that it very largely owes its 
charm to the contrast of this well-proportioned field of 
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excellent brickwork to the richness provided by the white 
circular headed windows deeply sunk within it. 

If we turn now to the Birkenhead branch we find a 
little overcrowded building in which exactly the reverse 
effects are aimed at. Here, instead of a modest restraint, 
the architect has insisted on displaying on his very 
limited surfaces as much palatial detail as possible. There 
is a great rich cornice far too large and elaborate for the 
building, there is a heavy stone frieze made more prom- 
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THE NESTON BRANCH 


inent still by the bank’s lettering, there are pilasters with 
rich caps squeezed in between heavily moulded stone 
window frames and finally an over-pedimented door all to 
a little brick structure. How can the same mind have 
designed both? If Mr. Shennan likes his Neston branch 
he must detest his Birkenhead one and vice-versa. 

The only solution I dare to suggest is one of double 
personality. If I ever meet Mr. Shennan may I meet 
the Neston one! I should be very glad to do that. His 
little bank must be a great ornament to that town. 

Uc 
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Without bullying them in any way the illustration shows 
what a happy improvement it is upon its neighbours. 
The Maidstone branch by Mr. Campbell Jones offers 
a somewhat similar problem. I have seen very dignified 
happy designs by this architect. I believe he was joint 
architect for the fine headquarters of Lloyd’s Bank in 
Lombard Street and Cornhill. If I am right in this how 
can the same man have made this straggling, really 
rather vulgar, design? Let us look at its detail for a 


. Shennan 


THE BIRKENHEAD BRANCH 


moment. Its chief feature is the large curved and broken 
pediment which rises up in the centre of the facade. 
This obviously calls aloud for something very interesting 
and special underneath it to justify its prominence, yet 
the windows below it wander on in the same way whe ther 
under it or on either side of it. There is not even a door- 
way lower down. What is the reason then, what indeed 
is the excuse for this heavy central feature? We cannot 
find one. It crowns nothing for the author of the design 
would hardly claim for such distinction the little circular 
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window with a wreath round it which peeps out imme- 
diately under the pediment. There is again a certain 
rotundity and richness about this main feature. The 
columns which support it too are unfluted and doubled. 
They have rich capitals with little drops of fruit below 
their volutes. A band of festal swags of fruit and flowers 
crosses the facade about half way up the columns. Like 
the underside of the cornice with its carved detail this 
also makes for richness. Yet in juxta-position to all this 
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THE MAIDSTONE BRANCH 


are sets of windows with raised architraves to frame them 
as hard and unmoulded as possible. There is indeed no 
unity of idea running through these upper storeys. Even 
the spacing of the columns is not happy. In the three 
central bays they seem too far apart and in the other two 
outside ones too near together. To place at either end of 
a facade a single column and a be vy so much narrower than 
the others is surely to provide a couple of very weak end 
features. When one looks too at the ground store y below, 

one sees that these small end bays do not fit the features 

upon which they stand. The two narrow archways at 


U** 





240 THE BANKER 





either end, one to a door and the other to a passage, are 
not central with them. Then what can justify among so 
much moulded and highly finished stonework the sudden 
introduction, not as a foundation or as a complete layer 
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BRANCH AT SHIRLEY, SURREY 


on which the building stands, but as a series of spots, 
the roughly hewn blocks of stone which stand out near 
the ground under the three centralarches? Herethenisa 
well-known architect who has built many large and 
important buildings in the City and elsewhere and whose 
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Correspondent Banks 


Nearly a century’s accumulated experience and 
conservative progress have qualified the West- 
minster Bank to offer its characteristic services 
as a London correspondent to foreign and 
colonial business establishments. Its branches 
form a wide network extending over the whole 
country, and the services of the entire system 
are available to clients abroad, so that with a 
minimum of formality and delay, arrangements 
can be made for the payment of Drafts, Letters 
of Credit, or Cheques, in any part of the 
British Isles. 


Conversely, with a few unimportant exceptions, 
there is no country in the world possessing a 
marketable currency in which the Westminster 
Bank does not maintain current accounts, 
through which it can effect world-wide transfers 
of funds with the utmost dispatch. The Foreign 
Exchange Department is kept in direct touch 
with the market by means of a private telephone 
exchange of a highly modernized type, which 
ensures that no order or inquiry from abroad 
is held up on account of the congestion of 
business. 


Banks or merchant houses wishing to establish 


a London connexion are invited to communicate 
with the Manager 


WESTMINSTER BANK 


LIMITED 


Foreign Branch Office: 41 Lothbury, London, E.C.2 
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work generally shows much care and thought making the 
elementary mistakes of a first year student in a School of 
Architecture. What is the explanation? I cannot tell. 
It is a problem which indeed provides the chief interest 


of this unfortunate facade. 


Vessrs. F. Wheeler & Son 


THE HAILSHAM BRANCH 


The Shirley branch designed by the bank’s own 
premises department is the reverse of all this. It is neat 
and tidy to the extent of primness. If this is what the 
bank really likes why does it allow florid structures such 
as the Maidstone branch even in small towns? The chief 
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criticism I have to make of this little inoffensive structure 
is that it would, I suggest, have been better to have 
maintained the wall plane throughout by keeping forward 
the lower windows to the wall surface as has been done in 
the upper ones. The building would have looked more 
solid and have better carried its rather heavy roof. 
This apparent heaviness is due I think to the wide eaves 
given both to the main roof and to the subsidiary ones 
over the dormers. 


eS ae 
ETC. 


Messrs. F. Wheeler Son 
THE EAST GRINSTEAD BRANCH 


The branches at Hailsham and East Grinstead both 
by Messrs. F. Wheeler & Son, are in a revived Tudor 
stvle, which I think is a mistake as indeed is work in any 
revived style. Still apart from their style, which is after 
all not too archeologically correct, these two banks are 
very competent pieces of work. In the East Grinstead 
branch the part above the bank premises, well set back 
and hung with tiles, looks to me like old work to which 
new windows and new tile hanging have been added. 
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246 THE BANKER 
There is a softness of modelling about these upper storeys 
not to be found in the bank storey below. Indeed it is a 
little hard on the bank ground floor to have this quiet old 
work, half looking away from the street as if a little shy at 
being there at all, immediately above it. It makes its 
decisive stone bands and mullions and its perfectly 
balancing doors seem a little more slick, a little more like 
Tudor brought up-to-date, than it otherwise would. With 
the Hailsham branch on the other hand where all is new, 
if one can forget for a moment the invention of plate glass, 
steel and concrete and other such signs of the times, one 
finds here a well composed design without too much 
formality for the little town and with fine stretches of 
plain brickwork for the eye to rest upon. In a few years’ 
time when walls have weathered a little, one can imagine 
this building taking its place in the town without undue 
disturbance. I wish, however, it was not so much higher 
than its neighbours but being so I hope its exposed 
flanks have been decently clothed. 

My last example from Trafford Park has been chosen 
to show how a fairly good little design has been ruined 
by the materials with which it has been built. Even in 
the photograph there is a hard brittleness about this 
building which is very unpleasant. In real life it must 


be much worse. The stone looks like artificial stone 
which has been cast, not worked, for none of the lines are 
quite true. The bricks have the same artificial appear- 


ance. I am sure they are hard-pressed bricks with an 
unpleasant shining skin to them. They have been set 
too as if they were stones with the thin joints of 
masonry. Brickwork from Roman times and earlier is 
a conglomerate building material in which the mortar is 
as important as the bricks, and in Roman work is often 
as thick. Here it is not only thin but black, giving an 
unwashed look to the building even when new. The 
roof appears to be a mixture of blue Welsh slates and 
hard red ridge tiles. The result is the whole building 
appears inexpressibly dreary. Perhaps the reply is that 
that is all a manufacturing neighbourhood like Trafford 
Park deserves. Such a reply, however, would be very 
unfair especially from a bank. More care, not less, 
should be taken if possible with a building in a bad 
neighbourhood in order to set an example. These shiny 
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“Mr. Glasgow shows a_ profound 
insight into the theory of trust 
company management, and his 
books should find a place on the 
shelves of every serious investor.”’ 

Mr. Donovan Touche in ‘“* The Observer.’”’ 
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hard surfaces never look well anywhere, but are especially 
bad in smoky districts. They are like a man with an 
indiarubber collar. They do not carry their dirt in a 
gentlemanly way. They become streaky and show it 
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up more than ever. One has only to look into any glazed 
brick lighting area or at any glazed terra-cotta building 
which has been up some little while to see this. 
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THIS YIELD, 
£4°2:°7 


per cent. 


Is offered by an 
investment in 


Investors 
Gas & Electric Trust 


An investment in 14 outstanding companies in 
the gas and electrical industries. 


This gross yield of £4 2s: 7d: per cent., at a price of 

15s: 3d: per sub-unit, does not take into account any 

new-issue rights. The proceeds of sale of these rights 

based on the average of the last five years would 

represent an additional annual yield of approximately 
I2s: Od: per cent. 


These are the Companies: 
Gas Light & Coke Company 
County of London Electric Supply Co., Ltd. 
Callender’s Cable and Construction Co., Ltd. 
Victoria Falls and Transvaal Power Co., Ltd. 
Electrical Distribution of Yorkshire, Ltd. 
Calcutta Electric Supply Corporation Ltd. 
Scottish Power Co., Ltd. 
Lancashire Electric Light & Power Co., Ltd. 
British Columbia Power Corporation, Ltd. 
Imperial Continental Gas Association 
South Metropolitan Gas Co. 
Consolidated Gas, Electric Light & Power Co. of Baltimore 
Midland Counties Electric Supply Co., Ltd. 
Metropolitan Electric Supply Co., Ltd. 
The Trustees : 
Royal Exchange Assurance 
The Bankers : 
Barclays Bank Limited 


Sub-units can be bought or sold through any bank or 
stockbroker. Full particulars may be obtained by writing for 
Booklet B2, to 
The Managers : 

Investors Specialised Fixed Trusts, Ltd. 

15, Moorgate, London, E.C.2 


Telephones : Telegrams : 
* Metropolitan 3622” * Infitrus, Stock, London” 
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